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NATIONAL AFFAIRS, POLICY 


Economists View Difficulties in 1994 
94CE0322A Shanghai WEN HUI BAO 4 Jan 94 p 1 


[Article by WEN HUI BAO reporters Wang Jienan (3769 
2212 0589) and Lu Zhengming (7120 2973 2494) from 
Beijing: “1994: A Battle Has Begun To Tackle the Most 
Difficult Problems in Reform; The Key Solution Is To 
Establish New Systems—Prospects of This Year’s Eco- 
nomic Reform Viewed by Economists in the Capital”’] 


[Text] The year 1994 will be a “foundation-laying” year 
for the edifice of the socialist market economy in China. 
According to economists, in the 1980’s, which were 
marked by the single traditional planned economy, any 
reforming effort, even if superficial, could produce some 
results. In contrast, the reform in the 1990’s is conducted 
in a double-track environment, where it is necessary to 
coordinate the reform measures and deepen the reform 
drive under the friction of two coexisting systems. Com- 
pared with the former, the reform in the 1990’s is harder 
and has greater resistance. As economists point out, it is 
confronted with striking difficulties: 


One of the difficulties is the placement of surplus per- 
sonnel laid off by enterprises, especially old enter- 
prises—a problem caused by “unemployment during the 
transitional period” in the reform of the enterprise 
system. Economists opine that the transformation of 
operational mechanisms in state-owned enterprises and 
the establishment of a modern enterprise system both 
mean the acceleration of job rearrangement, which will 
inevitably result in the layoff of some employees. It is, 
therefore, necessary to make an unremitting effort to 
build a job market. However, under the present circum- 
stances where work units distribute public housing, 
retirement pension, and price subsidy to their employees 
and pay their medical and health-care bills and where an 
unemployment relief fund system has yet to be estab- 
lished by the government, the following questions have 
arisen: How should we, on the one hand, solve the 
problem of overstaffing of state-owned enterprises 
through the bankruptcy procedure or by the mechanism 
of keeping the superior and eliminating the inferior and, 
on the other hand, properly place the surplus personnel 
and ensure their well-being? How should we speed up the 
socialization and marketization of welfare distribution 
while accelerating the transformation of operational 
mechanisms in enterprises? These are difficult questions 
that must be solved in the 1994 reform. 


Economists hold that if we continued to take the “‘dou- 
ble-track approach,” that is, “a new method for new 
people and the old method for old people,” it would take 
several generations’ time to solve the above questions. 
That could not meet the needs of building a market 
economy. On the other hand, it would be a formidable 
political task to drastically adjust the present interest 
pattern. Besides, our country has not fostered sufficient 
economic strength for the institution of an extensive, 
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equitable, and socialized security system. In view of this, 
all that we can do is to make some transformations in 
mechanisms on the basis of the reality. As far as we 
know, departments concerned are presently contem- 
plating a package plan to solve the problems. With 
regard to housing, efforts will be made to privatize 
housing units as soon as possible. To solve the unem- 
ployment problem, apart from the expansion and 
imptovement of unemployment insurance, new outlets 
and diversified placement measures will be sought for 
those employees iaid off by enterprises. Principal pro- 
posals in this regard are making all-out efforts to develop 
employment agencies and improve and perfect the 
employment service system, beefing up job training and 
job-transfer training to improve workers’ quality, ener- 
getically promoting service enterprises and various ter- 
tiary industries to create more job opportunities, and 
establishing a policy to encourage people to work in 
township enterprises, the “three-kinds of foreign- 
funded” enterprises, and private enterprises. Mean- 
while, efforts will be made to reduce the current admin- 
istrative restrictions on capital raising and to simplify 
the company registration procedure so that laid-off 
employees can raise funds or borrow loans to open stores 
or workshops and act as their own bosses. In so doing, 
they can also hire some surplus personnel. This will 
provide an outlet for the extra employees laid off by 
state-owned enterprises. 


Another difficulty concerns the relaticnship between 
central and local authorities. Economists are of the 
opinion that reform efforts over the past 15 years have 
done away with the over-centralized system and made it 
possible to delegate power to enterprises and local gov- 
ernments, thus arousing to a great extent the initiative at 
the local level. However, they say, these efforts have also 
resulted in the over-expansion of local government 
power. In the past reforms, local governments often 
showed a greater enthusiasm than central government 
departments. While storming the old systems, local gov- 
ernments also unwittingly impacted the statistical and 
reporting systems and even the basic financial work 
discipline, especially in the fields of banking, financial 
management, and taxation. This situation, if allowed to 
continue, will affect the authenticity of the information 
on which the state’s macroeconomic management is 
based. Yet the fact is that, as the local party and 
government election systems develop, local leaders will 
continue to take the development of their local economic 
and welfare programs as their basic goal. At present, 
three problems on local government activities deserve 
attention: one, counter-regulatory action affecting the 
higher level; two, direct interference in the work of the 
lower level; and three, blockades imposed upon peers at 
the same level. 


According to economists, a pure tax revenue sharing 
system can only solve the question of tax revenue distri- 
bution between the central and local governments. It can 
in no way serve the purpose of redefining the govern- 
ment functions to meet the needs of the market 
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economy. We should combine the reform from the 
bottom up with the reform from the top down and beef 
up the central government’s guidance for the reform as 
soon as possible. It is imperative to clearly define the 
administrative powers of the central and local govein- 
ments and take this as an important task in reforming 
the government functions. The objective should be that 
authority for currency issuance and macroeconomic reg- 
ulation and control is held by the central government, 
while administrative powers closely related to local work 
targets are by and large delegated to local governments. 
Examples of the latter are local finances, transportation, 
urban construction, housing reform, social security, 
environmental protection, education, and rectification 
and improvement of loss-incurring enterprises. Mean- 
while, efforts should be made to adjust those functions 
inappropriate for local governments. The only direct link 
that the two levels of government should maintain with 
enterprises is taxation. All government regulatory activ- 
ities must be conducted through the intermediary of law 
or market. 


The third difficult problem lies in financial reform, a 
task closely connected with the question of interests of 
the government versus enterprises and of the central 
government versus local governments. An urgent ques- 
tion in this regard, say economists, is how to change, in 
accordance with the needs of the market economy, the 
present practice that the government deals directly with 
matters of finances, banking, and interest rates. It is 
learned that the central authorities have decided to 
reorganize the specialized state banks into state commer- 
cial banks, beginning 1994. The reorganized banks will 
operate in line with modern commercial banking prac- 
tice and will be fully responsible for their respective fund 
mobility and payment ability. Meanwhile, the People’s 
Bank of China will enforce the nation’s monetary policy 
independently under the leadership of the State Council. 
It will assume centralized control over the issuance and 
basic turnover of the currency and regulate the scale of 
loans. The principal goal of the monetary policy is to 
maintain currency stability. 


With respect to the prospects and difficulties of the 1994 
reform, economists say that China’s reform has entered 
the most difficult, challenging, and hopeful stage where 
efforts must be made to tackle the hardest problems. 
Whether we can break with the old traditions or not has 
a great bearing on the success or failure of this reform. 
Now, as China’s reform is developing in depth, those 
engaged in the work of reform should, as well, raise their 
awareness of the need to reform themselves. Also, it is 
imperative to guard against the distortion of the reform 
by vested interests either deliberately or unknowingly. 
Recently, the central leadership has pointed out that only 
through reform is it possible to grasp the “high technol- 
ogy” required for the swift running of the economy, and 
the new systems are exactly such “high technology.” We 
must get a good grasp of that “high technology” and do 
our best to drive the “express train.” 
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nee iang Enterprise Reform, Technical 
8 

94CE0338A Harbin HEILONGJIANG RIBAO 

in Chinese 10 Jan 94 p 2 


[Article: “New Reform Moves—Promoting Reform of 
the Property Right System, Accelerating Upgrading of 
Skills—Provincial Economic Committee Chairman Yu 
Xi’ou Responds to Questions of This Paper’s Reporters 
on Enterprise Reform and Upgrading Technology”] 


[Text] Question: Faced with complete reform of the eco- 
nomic system, overall advancement, and breakthroughs at 
key points, how will Heilongjiang’s industrial economy be 
arranged in 1994? 


Answer: In 1994 Heilongjiang will be faced with very 
good opportunities for reform and development and will 
encounter unprecedented challenges. We will concen- 
trate on doing a good job with large- and medium-sized 
enterprises and stress doing a good job of handling 
enterprise reform and upgrading. By reform we will free 
up current productive capacity and through upgrading 
we will develop new productivity. The organic integra- 
tion of the dual tactics of reform and upgrading simul- 
taneously employed will lay a firm foundation for the 
establishment of a modern enterprise system and pro- 
mote sustained, coordinated, and sound development of 
the industrial economy. 


Question: Intensifying enterprise reform is one of the 
keys to industrial economic tasks throughout the prov- 
ince in 1994. So, what is the thinking on enterprise 
reform? 


Answer: The overall thinking on Heilongjiang’s enter- 
prise reform in 1994 is: To lay a foundation of enterprise 
operational autonomy closely centered on doing a good 
job with the core sector, large- and medium-sized state 
enterprises, fully promoting reform of the property rights 
system, and striving to achieve progressive break- 
throughs. We will fundamentally convert the mecha- 
nisms of large- and medium-sized state enterprises that 
are prepared and establish a modern enterprise system 
suited to the demands of a market economy. At the same 
time, in accordance with the requirements for struc- 
turing a modern enterprise system, we will accelerate 
comprehensive reform of the macroeconomic control 
system, the market system, and the social security 
system. We also should speed up progress on converting 
the internal mechanisms of enterprises and improve- 
ment of the external environment. 


Question: In recent years Heilongjiang has adopted sev- 
eral policy measures to do a good job on large- and 
medium-sized state enterprises. What new plans are 
there in this respect for 1994? 
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Answer: In 1994 we will adopt some new measures based 
on the new situation and tasks that reform and develop- 


ment are facing and speed up progress on large and 
medium-sized state enterprises. 


First we will actively and safely promote a modem 
enterprise system. In 1994 the state is selecting 100 large- 
and medium-sized enterprises to establish an experi- 
mental modern enterprise system. Heilongjiang is rec- 
ommending three enterprises, the Qigihar Steel Mill, the 
Jiamusi Paper Mill, and the Heilongjiang Polyester Fac- 
tory, to the State Economic and Trade Commission to 
participate in the national experiment. At the same time, 
the province is selecting 15-20 enterprises to establish an 
experimental modern enterprise system at the province 
level. In 1994 we also will expand the scope of the 
experimental stock system and select 100 large- and 
medium-sized state enterprises to conduct the experi- 
ment, concentrating on selecting 60 of these large- and 
medium-sized state enterprises that are relatively well 
managed and have upgraded technology. 


Second, continue to intensify the implementation of 
Regulations on Converting Enterprise Operating Mech- 
anisms and the Regulations on Supervision and Control. 
The provincial economic committee with relevant 
departments can strictly investigate and prosecute viola- 
tions of the legitimate rights of enterprises. We should 
formulate detailed rules and regulations for Heilongjiang 
to implement the Regulations on Supervision and Con- 
trol of state assets and institute supervision and control 
of the state assets of Heilongjiang’s experimental enter- 
prises and stress the implementation of the responsi- 
bility system for asset management and the experimental 
appointment of a control commission. 


Third, we should accelerate enterprise restructuring and 
improve the internal mechanisms of enterprises. First, 
we should accelerate the reform of the three enterprise 
systems. Second, we should increase efforts to strip away 
the logistics services system. Third, we should resolutely 
institute bankruptcy toward enterprises that have been 
losing for a long time and have no hope of turning 
around the losses or funds to offset their debts. In 1994 
the state will set aside 7 billion yuan in bad debt reserves 
to be used as loans to cancel the bad debts of bankrupt 
enterprises. Heilongjiang will actively use this opportu- 
nity to plan the bankruptcy of about 80 state industrial 
enterprises (two to three of these large- or medium-sized 
enterprises). 


Fourth, in accordance with the demands of the market 
economy we should enhance enterprise management and 
administration. Presently quite a few enterprises are 
striving to convert their mechanisms. But a considerable 
number of enterprises have lax internal administration 
and management is “slipping.” In 1994 the state will 
institute “convert mechanisms, stress administration, 
practice internal skills, and increase efficiency,” and 
“in-depth economy results” activities. As the state 
launches these activities, Heilongjiang should continue 
to stress activities to improve quality and decrease 
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consumption and tap potential and increase efficiency 
targeted at “100 Red Flag” enterprises and, based on 
economic returns, set up an evaluation to publicize the 
top five in 110 industries throughout the province. 


Fifth, reduce unreasonable enterprise burdens. In accor- 
dance with relevant state stipulations on credit interest 
owed on allocations changed to loans, economic com- 
mittees at every level with relevant departments can do 
a good job on the remaining credit interest owed on the 
1.46 billion yuan Heilongjiang industrial enterprise allo- 
cations changed to loans between 1983 and 1985. Using 
the base of the remaining credit interest owed on state 
allocations changed to loans, we should select ten cities 
and by category and by time period explore experimental 
opportunities for concrete solutions a1id strive to include 
Harbin in the list. We also should have mz!tiple channels 
for supplementing enterprise circulating funds and per- 
mitting large- and medium-sized state enterprise, based 
on 1 percent of their sales income, to draw their own 
circulating funds, be exempt from income taxes, and 
figure it in their production costs. Enterprises that have 
not recently submitted after-tax profits should draw 50 
percent of their retained profits to be used to supplement 
circulating funds. We should once again appraise enter- 
prise adoption of medium-term loans within the quota 
and give short-term loans outside the quota. 


Question: Reform of Heilongjiang’s small state industrial 
enterprises has made a good start. How will this be 
advanced in 1994? 


Answer: In recent years, especially in the last three years, 
Heilongjiang’s small state industrial enterprises have 
remained in a siump, holding back industry throughout 
the province. Based on the provincial party committee 
and provincial government plan, localities have gener- 
ally picked up the pace of small state enterprise reform 
consisting mainly of reform of the property rights 
system. The provincial economic committee, on the 
basis of surveys and research, top to bottom integration, 
and one factory one policy, has formulated the plan for 
the Reform of Small Heilongjiang State Enterprises. The 
plan’s overall goal is to essentially complete reform of 
2,585 small state industrial enterprises throughout the 
province in about two years, concentrating on reform of 
the property rights system, to lay a good foundation for 
the transition to a modern enterprise system and move 
small state industrial enterprise development to the fast 
track. According to the plan, reform of small state 
industrial enterprises wil take thirteen specific forms: a 
stock system; a stock cooperative system; “grafting” 
restructuring; leasing operations; “one enterprise, mul- 
tiple systems,” asset contracts, participation in and orga- 
nization of enterprise groups, mergers, selling off assets, 
stripping off operations, shutting down, bankruptcy, and 
other types of reform. We already have “tallied” the 
2,585 enterprises according to the thirteen forms 
described above. Beginning in 1994, in accordance with 
the plan, we will put all of our efforts into advancing 
reform of the property rights system of small state 
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industrial enterprises and in that year we will complete 
the reform of 1,210 enterprises. 


Question: Since upgrading enterprise technology is as 
important as reform, what new measures will be taken in 
1994 to promote the technical upgrading of enterprises? 


Answer: Although in recent years Heilongjiang has 
increased investment in upgrading technology, the rate 
of increase has always been less than the national average 
and the gap with some provinces has become greater and 
greater. As of now, only 40 percent of Heilongjiang’s 
large and medium-sized enterprises are conducting sys- 
tematic upgrading and have some upgrading. If this 
situation does not change, it will be very difficult for 
Heilongjiang’s industry to make great progress. In 1994 
we will speed up the promotion of the upgrading of 
enterprise technology in three respects. 


First, explore new avenues for reforming the investment 
system for upgrading Heilongjiang technology. Based on 
Heilongjiang’s situation, the area of investment in tech- 
nology upgrading is divided into two categories. One 
category is policy investments, which is related to the 
national economy and people’s livelihood. They have 
good social benefits, but small benefit to enterprises. 
Their investment cycle is long and risks are great. They 
are mainly supported by policy and their source of funds 
comes mainly from policy investments and loans. 
Another category is commercial investments. Their eco- 
nomic returns are good and they are able to pay back 
principle and interest on loans. Their source of funds 
comes mainly from commercial loans or financing. 
Reform of the investment system for upgrading tech- 
nology concentrates on doing three tasks vell: The first is 
to select state policy investments or technology 
upgrading projects in Heilongjiang’s industries with long 
investment cycles and great risks such as transportation, 
energy, and defense; the five major mainstay industries 
and ten major projects; and current enterprises that are 
applying new high technology upgrades, and strive for 
the state’s opening up bank support. The second is to 
enhance macroeconomic controls on technology 
upgrades and guide the orientation of investment funds. 
The third is to transition from a project approval system 
to a project filing system. Beginning in 1994, except for 
special state loans for key projects and major provincial 
technology upgrades for which state loans are requested, 
the provincial economic committee will no longer 
approve general projects and as a rule it will be changed 
to a filing system. 


Second, coordinate and integrate technology upgrading 
with reform of the enterprise system and external eco- 
nomic technology and broaden channels for funds and 
increase investment returns. First, rely on key projects 
and promote reform of the stock system and, based on a 
good grasp of the base of the experimental reform of the 
stock system in. such enterprises as Qigihar Steel Mill, 
Heilongjiang Polyester Factory, Hualin Rubber, Jiamusi 
Paper Mill, and Yichun’s Guangming Furniture, select 
some enterprises that have key technology upgrade tasks 
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to actively and safely conduct stock system reform. 
Second, step up the use of foreign investment “grafts” to 
upgrade current enterprises and continue to implement 
the plan to use foreign investment to upgrade 100 large- 
and medium-sized enterprises and stress the implemen- 
tation of matching domestic funds for projects solicited 
from Hong Kong and Korean businesses and organize 
mature projects by levels for activities directed at dif- 
ferent countries to solicit businesses and introduce funds 
and convene the Mudan River “grafted” upgrading 
on-site exhibit. 

Third, concentrate efforts on especially stressing major 
technology upgrading projects. In 1994 Heilongjiang 
plans to arrange for investment in technology upgrading 
on the scale of of 4.5 billion yuan, a 28 percent increase 
over the previous year, and concentrate on 37 key 
projects such as Jiamusi Paper and Qigihar Steel. In 
1994, 701 projects will go into production or achieve 
production and they are expected to earn a value of 
output of 3.34 billion yuan and 850 million yuan in 
profit taxes, and earn US$38.04 million in foreign 
exchange. 


ee Enterprises To Change Management 
ystem 

94CE0323B Shanghai WEN HUI BAO in Chinese 
18 Jan 94 p 1 


[Article by reporter Sun Zhonglian (1327 0022 6647): 
“Shanghai Sets This Year’s Thorough Reform Goals for 
Its Industrial Enterprises: 600 State-owned Enterprises 
To Adopt New System—Different Types of Enterprises 
To Adopt Different Measures, So That ’The Big Get 
Stronger and the Small Become More Versatile, the 
Good Are Organized and the Bad Are Eliminated“] 


{Text} What are Shanghai's reform plans this year? 
Recently, 1 manager in charge of Shanghai’s industrial 
adminis’; tive department was interviewed by this 
reporter © id he disclosed that Shanghai’s plans will 
focus on the need to change the management mecha- 
nisms to set up a modern enterprise system. In deepening 
enterprise reform, different types of enterprises will 
adopt different measures, so that big enterprises are 
strengthened, the small ones become more versatile, the 
wad ones are organized, and the bad ones are elimi- 
na 


This reform measure of providing different guidance will 
be implemented in conjunction with the continued 
implementation of the “Provision” in enterprises and as 
they change their management mechanisms. Upon orga- 
nizing and perfecting some enterprise groups, mainstay 
industries and key trades and industries and large enter- 
prises that have attained economies of scale to some 
extent and whose products have already captured fairly 
large market shares will be the first to be empowered to 
manage state-owned asseis; the holding company pilot 
projects will be expanded. The management format of 
smaller state-owned enterprises that are not large in scale 
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but have a good future will become even more versatile. 
Some can be reorganized into shareholding cooperative 
enterprises; some can adopt the method of leasing and 
become state-owned, civilian-operated enterprises; some 
may try transferring their property rights to the collec- 
tives or individuals in a step-by-step process. Emphasis 
will be put on state-owned enterprises that are relatively 
profitable and have had clear success in changing their 
mechanisms; they will be turned into corporations. A set 
of scientific and standardized organizational system and 
management system pertaining to decisionmaking, 
implementation, and supervision will be set up so that 
enterprises truly have property rights in assets as legal 
persons. Enterprises that are inefficient, that are poorly 
managed, that have no hopes of turning around, and 
cannot be turned into corporations, should be merged, 
drastic restructured, auctioned off, or declare bank- 
ruptcy, or be leased out or reorganized in order to 
optimize the composition of the stock of state-owned 
assets and preserve and propagate their value. 


Reportedly, thorough reform of Shanghai’s industrial 
enterprises produced new results last year. Various pilot 
reform projects, with a heavy emphasis on yang (imita- 
tions of the three kinds of wholly and partially foreign- 
owned enterprises), gu (the shareholding system), and 
bao (the contract system), were installed in the state- 
owned industrial enterprises. Almost all enterprises have 
begun reforming their labor, personnel, and allocation 
systems. Enterprise management autonomy as stipulated 
in the “Provisions” has been handed down in most cases. 
However development is uneven, and good enterprises 
are covering up for the bad ones and good businesses are 
covering up for bad businesses. For this reason, Shang- 
hai’s industrial management department has taken ini- 
tial steps to set new goals to put more force on reform 
this year. Municipality-wide, around 600 state-owned 
enterprises will basically change their management 
mechanisms and begin to take inventory to determine 
fund sources. Ten enterprise groups will be selected to 
serve as experimental points and will be empowered to 
manage state-owned properties. Ten will pilot the 
modern enterprise system, and another ten will pilot the 
directional capital-raising shareholding system. In addi- 
tion, 10 larger-scale enterprises with sound foundations 
will be nominated to be among the 100 national enter- 
prises to pilot the modern enterprise system. 


To realize this year’s new enterprise reform goal, the 
pilot enterprises will comply with the needs of standard- 
ization and implement a series of reform with respect to 
the organizational system, management system, and 
labor, personnel, and distribution systems, so that grad- 
ually property rights are clearly delineated, government 
and enterprises are separated, and enterprises will have 
management autonomy, be able to take care of their own 
profits and losses, initiate their own development, and 
discipline their own behavior. Other enterprises will also 
actively create conditions to accelerate the change in 
mechanisms, set up a modern enterprise system that 
meets the demands of the market economy, and strive 
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for new breakthroughs in the enterprise system. Report- 
edly, many enterprises have contacted the relevant 
departments to volunteer their services. 


Shanghai Predicts Economic Growth in 1994 


94CE0323A Shanghai SEANGHAI GONGYE JINGJI 
BAO in Chinese 4 Jan 94 p 1 


[Article by Zheng Zuguo (6774 4371 0948): “Driving on 
the Fast Lanc, Undergoing Major Changes: Shanghai’s 
Economy To Leap Even Higher This Year: Growth Rate 
To Reach 14 Percent; Pudong’s Development To Reach 
New Height; Financial Transactions To Become Even 
More Orderly; Export Trade To Increase Steadily; 
Importing of Foreign Capital To Make New Break- 
through; Infrastructure Input To Increase; Scope of 
Market Exchange To Further Expand; Districts and 
Counties To Give Impetus to the Tertiary Industry”’] 


[Text] There will be new breakthroughs in Shanghai’s 
reform and opening up this year, and the national 
economy will continue its trend of sustained, rapid, and 
healthy development. Specifically, the municipality’s 
economic development will display the following trends: 


Economic growth will continue to be fairly strong, 
showing a trend of sustained, rapid, and healthy develop- 
ment. In recent years, Shanghai has continued to put 
large amounts of domestic and foreign capital into its 
economy. The marketization process is playing an 
increasingly prominent role in optimizing the allocation 
of resources; the scopes of the mainstay industries are 
rapidly expanding. This year, given Shanghai’s market 
condition, quality, and efficiency, its GNP is expected to 
grow by approximately 14 percent. Because of the 
sudden surge in many large markets this year, the tertiary 
industry will undergo unprecedented development. Its 
growth rate may exceed that of the GNP, and the 
economic efficiency of its industries will continue to set 
national standards. In the wake of the implementation of 
the classified tax system and the continued increase in 
overall income, local government revenues will continue 
to increase at a steady pace. 


Development of the financial industry will accelerate; fund 
utilization will become even more orderly. Today, the 
specialized banks are operating more like commercial 
banks and the existing commercial banks have laid a 
good foundation for future development; 28 foreign- 
funded financial institutions have opened in Shanghai. 
These have created the conditions for a financial system 
which is unified but open, which facilitates orderly 
competition, and which is strictly managed. We can 
anticipate that even though it will be harder to raise 
capital this year, Shanghai’s financial market will 
become even more orderly, and construction and pro- 
duction funds are assured. 


The opening and development of Pudong will be marked 
by progress in basic development which will gather 
momentum; the development of new functions will con- 
tinue to accelerate, and city and district development will 
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keep pace with growth. In the three years since the 
opening of Pudong, the first group of 10 major infra- 
structure construction projects has been completed two 
years ahead of schedule. The construction of the first 
group of 50 commercial buildings in the Lujiazui finan- 
cial district has begun ahead of schedule. The Jingiao 
export processing zone has taken in more than 200 
projects; 30 have already gone into production and are 
among the first to harvest the fruits of development. 
Waigaogiao’s tax-shelter zone has as many as 800 
projects; the tax-shelter market and the piers in the port 
area are in operation. The New Pudong District, which 
concetrates on international trade, export processing, 
and financial business, will soon reach a high tide in 
accelerating the development of those functions. 


The construction of a big market system will continue to 
be marked by expanded scope, orderly transactions, and 
the bringing in of more and more functions into play. 
Shanghai already has formed the basic framework of a 
big market system; it already has a fledgling state-class 
market. Last year, the municipality’s volume of securi- 
ties exchange surpassed 400 billion yuan; there were 
more than 1,600 seats in the securities exchange, with 
more than 100 different types of stocks being traded. 
Volume of transaction in the metals exchange topped 
300 billion yuan. As the market plays an increasingly 
prominent role in optimizing resource allocation, and 
with the economy sustaining a fairly high rate of growth, 
the number of big markets and the volume of transaction 
in Shanghai will continue to grow, and many economic 
laws and provisions and market regulations will be 
introduced. A prominent feature of Shanghai’s big 
market development this year will be its growing impact 
on the rest of the nation through its fund gathering and 
distribution and resource allocation functions, and it will 
forge even closer ties with the international markets. 


There will be new breakthroughs in terms of territory and 
scale with respect to the bringing in of foreign capital. 
Foreign trade will be marked by steady recovery. This 
year, there will be continued breakthroughs in terms of 
projects and dollar amount of foreign capital brought in. 
The secondary industry’s focus in bringing in foreign 
capital will be on the development of heavy industry and 
township enterprises. Foreign investments in the tertiary 
industry will be attracted more to finance, commerce, 
and retail. Domestic sales of commercial buildings and 
the adoption of the BOT method will make new break- 
throughs too. In the wake of Shanghai’s readjustment of 
its foreign trade thinkings and the rapidly increasing 
functions of the New Pudong Zone, some enterprises 
that manage their own exports will become more mature; 
non-commodity trade will continue to increase. The rate 
of increase in foreign exports will equal that of the 
increase in the GNP. Other forms of foreign economic 
cooperation will also make great strides. 


Urban infrastructure construction will be marked by its 
sharp focus, accelerated progress, and clear results. This 
year should mark a season of bumper harvest in infra- 
structure construction. One by one, a group of important 





JPRS-CAR-94-020 
30 March 1994 


municipal construction projects will be completed and 
put to use. After the completion of the Yangpu Bridge, 
the second phase of the waterfront project, and the 
project to widen Jiangsu Road, the inner loop is com- 
pletely open to traffic; the first phase of the combined 
sewage treatment project is in operation. At the same 
time, another group of municipal construction work is 
reaching high tide. The Number | subway track will be 
tested upon completion; construction of the elevated 
roadway of the Chengdu Highway will be accelerated to 
create a 8.3 km framework of roadways. A new round of 
major construction work has been unveiled. Construc- 
tion of the outer loop roads and the multiple track 
Huangpujiang tunnel will soon begin. Acceleration of 
infrastructure construction will continue to promote the 
development of other related trades and industries and 
will become one of the driving forces behind the rapid 
economic growth. 


District and county economies will be marked by the 
development of the tertiary industry, especially by the 
speeding up of the development of specialty businesses, to 
promote economic growth. The construction of a large 
group of commercial and tourist facilities will be accel- 
erated in the suburban counties. Upon strengthening 
unified planning, many new specialty markets will be 
developed in the urban areas. A central business district 
will soon take shape. 


The living standard will rise even higher, and the con- 
sumer goods market will continue to be brisk. Retail sales 
will increase at a rate of more than 30 percent and 
volume will exceed 80 billion yuan this year. Construc- 
tion of high-quality commercial and residential build- 
ings and vacation homes may slow somewhat, but 
domestic demand for commercial buildings and residen- 
tial homes is still brisk, and construction will be stepped 
up. Markets for decorations and other accessories will 
also grow accordingly. 


While Shanghai’s economy will continue to develop 
fairly rapidly, its economic development still has many 
unresolved contradictions—contradictions that have 
been around since the beginning, but in addition, there 
will be new effects and new problems produced by the 
central government’s strengthening of its macro regula- 
tion and control and thorough reform. For example, 
there will be further increases in the demand for produc- 
tion funds; problems in the original channels for fund 
gathering and distribution will continue to grow; new 
chains of debt may resurface. New thinkings and new 
countermeasures are needed to solve the new fund 
predicaments. It is urgent that Shanghai increases its 
foreign trade development momentum, and it is imper- 
ative that enterprises actively open up new markets. 
They must promote development in the investment 
goods and the consumer goods markets and in retail and 
wholesale businesses under the conditions of slowing 
total demand and intense competition. There is a 
growing number of factors contributing to lower enter- 
prise profits and higher enterprise losses. 
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We can predict that this year will be a year full of hope. 
So long as it upholds the strategic principle of taking the 
lead in reform and solves its many problems diligently, 
Shanghai’s economic development will continue to reach 
new heights. 


FINANCE, BANKING 


Years of Deficits in Perspective, Solutions 


94CE0307A Beijing JINGJI LILUN YU JINGJI 
GUANLI [ECONOMIC THEORY AND BUSINESS 
MANAGEMENT] in Chinese No 6, 28 Nov 93 pp 26-31 


[Article by Xie Jiangfa (6200 3068 4099), Associate 
Professor at Guangxi Electrical University, Liuzhou 
campus: “Years of Deficits in Perspective, Solutions”’] 


[Text] In the 14 years since the Third Plenum of the 11th 
CPC Central Committee, economic construction, living 
standards, and overall national strength have all taken a 
giant leap, scoring achievements that have caught world 
attention. In sharp contrast, there have been endless 
fiscal problems in China in the same period, including a 
mounting budget deficit that came back year after year. 
A heated debate revolving around the budget deficit is 
now underway in the theoretical circles and in the 
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functional departments from a variety of perspectives. 
This article focuses on government budget deficits in the 
seven years (abbreviated hereafter as the last seven 
years) between 1986 and 1992 (including those in the 
Seventh Five-Year Plan). 


1. Characteristics of Budget Deficits 


The Chinese Government ran a budget deficit every year 
in the 14 years between 1979 and 1992 with the excep- 
tion of 1985, when it reported a tiny surplus as a result of 
one-time factors, accumulating a combined deficit of 
130 billion yuan, or 10 billion yuan annually on the 
average. If debt incomes are discounted, China’s budget 
was in the red every year for the past 14 years, with a 
combined deficit of 400 billion yuan, more than 30 
billion yuan each year on the average. See table below for 
details. 


By halving the 14-year period, we see that budget deficits 
of the last seven years had the following characteristics: 


1) The deficits increased persistently all round. 


Regardless of whether the narrow or broad definition is 
used, China ran a budget deficit in each of the last seven 
years. (See table below.) Under the narrow definition, 
the accumulated deficit shot up to 336,559,000,000 
yuan, 3.7 times that of the first seven years. 





Table 1 Revenue and Expenditures of the Chinese Government 1979-1992 (unit: in billions of yuan) 





Item/Year 1979 1980 1981 1982 1983 1984 1985 1986 | 1987 1988 | 1989 1990 | 1991 1992 




























Gross Rev- | 110.33 | 108.52 | 108.95 | 112.4 |124.9 150.19 | 186.64 | 226.03 | 236.89 | 262.80 | 294.79 | 331.26 | 358.28 | 391.21 
enue 

Including: 3.53 4.30 7.31 8.39 7.94 7.73 8.99 13.83 16.96 | 27.08 | 28.3 37.55 | 45.5 79.41 
Debt 

incomes 

Gross 127.39 12.17 11.15 | 115.33 |129.25- | 154.64 | 184.48 | 233.08 | 244.85 | 270.66 | 304.02 | 345.22 | 379.39 | 412.0 
Expendi- 

tures 

i -17.06 -2.93 | -4.35 -4.45 -7.05 -7.96 -7.86 -9.23 | -13.96 | -21.11 | -20.79 






























































Notes: 1. Source: “China Statistical Yearbook,” 1991, JINGJI RIBAO 6 April 1992. 





2. Difference between revenue and expenditures = gross revenue - gross expenditures. 





3. Net difference between revenue and expenditures = gross revenue -debt incomes - gross expenditures 





Not only did the government deficits for the last seven 
years show a sustained increase, but they were present in 
the entire process. Earlier, the government drew up a 
balanced budget only to see it dip into the red during the 
execution and policy-making stages. Later, it started out 
with an unbalanced budget, so the deficit was there from 
the beginning and remained there through the execution 





and policy-making stages. This is clear from the govern- 
ment’s 1992 budget, where gross incomes were listed as 
391,213,000,000 yuan and gross expenditures, 
411,939,000,000 yuan, yielding a deficit of 
20,786,000,000 yuan (as published). This kind of persis- 
tent, all-round, and process-long deficits portend a dete- 
riorating fiscal state for the nation. 
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2) Coexistence between printing money and issuing 
bonds to close the budget deficit 


Basically there are two well-established ways to close a 
budget deficit: one, issue treasury bonds at home and 
overseas to raise funds, and, two, print money. Recur- 
rent expenditures in the last seven years amounted to 
1,883,433,000 yuan in all, while expenditures totalled a 
whopping 2,189,922,000 yuan, resulting in a shortfall of 
306,489,000,000 yuan. The issue of bonds at home and 
abroad raised 217,827,000,000 yuan, still leaving a gap 
of 88,662,000,000 yuan. This left the government no 


JPRS-CAR-94-020 
30 March 1994 


choice but to print money to balance the budget. As a 
result, the deficits of the last seven years had a duality to 
them: both the issue of bonds and money-printing were 
used to close the budget gap. 


3) Coexistence between economic growth and rising 
government deficits 


The Chinese economy enjoyed fast and sustained growth 
in the last seven years, with the GNP expanding at the 
average annual rate of 10.94 percent each year. See table 
below for year-by-year GNP data. 





Table 2. GNP 1986-1992 (unit: in billions of yuan) 





Item/Year 1986 1987 1988 














GNP 969.63 113.01 1,401.82 














1,591.63 1,768.61 1,892.41 2,005.95 





Be that as it may, there was not the slightest improve- 
ment in the government’s fiscal plight. On the contrary, 
the deficit rose 16.7 percent annually on the average 
based on the narrow definition and 25.1 percent using 
the broad definition. The deficit outpaced economic 
growth by 7 to 15 percentage points annually on the 
average. Thus, the last seven years were characterized by 
the coexistence between fast economic growth and a 
deficit rising just as fast. In fact, what distinguishes the 
last seven years is the fact that budget deficits increased 
at a rate higher than the economy. This is the sign of a 
worsening fiscal situation. The average annual growth 


rate of the GNP exceeded 10 percent in the first seven 
years also, yet the budget deficit fell 15 percent annually. 
We had the best of both economic worlds then: economic 
growth and a shrinking budget deficit. 


4) Coexistence between a budget deficit at the central 
level and local budget deficits 


The nation was in a fiscal bind in the last seven years, 
runnirg a deficit year in, year out. The fiscal difficulties 
were common to local governments as well as the central 
government: Both were in the red in just about every 
year. Table 3 gives a detailed picture of the coexistence 
of budget deficits at the two levels, national and local. 





Table 3: Budget Deficits at Central and Local Levels 1986-1992 (unit: in billions of yuan) 














Item/Year 1986 1987 1988 1989 1990 1991 1992 
Combined National -7.05 -7.%6 -7.86 -9.23 -13.96 “21.11 -23.75 
Deficit 

Central deficit -4.55 -12.66 -1.49 +0.03 0.49 -18.07 -20.64 
Local deficit -2.50 +4.70 6.37 -9.26 -13.47 -3.04 3.11 





























While the budget deficit of the central government rose 
24.1 percent each year on the average, the budget gap at 
the local level expanded 3.1 percent. In contrast, there 
was no such coexistence in the first seven years, partic- 
ularly during the Sixth Five-Year Plan. Although the 
central treasury was unable to balance its books in those 
years, local governments ended each year with a surplus. 
That both national and local governments are now 
drowning in a sea of red ink testifies to the accelerating 
deterioration of our fiscal position. 


2. Causes of Budget Deficits in Successive Years 


Budget deficits were caused by a host of factors, some 
external to public finance, some having to do with public 
finance itself. 


1) A broad decline in profitability 


Measured by whatever indicator—gross social output 
value, GNP, or national income, the Chinese economy 
grew by more than 10 percent annually during the last 


seven years. In real prices, the gross social output value 
rose 14.8 percent each year on the average; gross indus- 
trial output value, 12.8 percent; and national income, 
12.9 percent. But robust economic growth has not been 
accompanied by an equally brisk increase in government 
revenue. Take the profit and tax to investment ratio, for 
instance, which is directly related to how much the 
government collects in revenue. The profit and tax to 
investment ratio has been declining in successive years. 
For enterprises owned by the whole people, the profit 
and tax to investment ratio dropped from 20.7 percent in 
1986 to 12.4 percent in 1990, a decline of 8.3 percentage 
points. Calculations show that because of the fall in the 
profit and tax to investment ratio, the treasury collected 
a total of 125 billion yuan less in taxes and profits in the 
Seventh Five-Year Plan, a drop of 25 billion yuan each 
year. By 1992, the ratio had slipped to just 10.11 percent 
for industry nationwide, a 100 percent decline. This 
shows that economic growth in China came at a high 
cost; the growth was fast but low in profit, thus driving 
down the profit and tax to investment ratio year after 
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year. The plunge in profitability lies at the heart of the 
string of budget deficits over the years. 


2) The decline of government revenue as a share of GNP 


What the government collects as revenue makes up part 
of the added value created in all sectors of the national 
economy that finds its way into the hands of the govern- 
ment through distribution and redistribution. Revenue 
originates in the third phase of industrialization. Given a 
particular set of circumstances, changes in the size of 
government revenue as a share of GNP should be in 
direct proportion to changes in the magnitude of the 
revenue; the higher the percentage, the greater the rev- 
enue, and vice versa. The size of the revenue relative to 
the GNP plays a critical role in the formation, changes, 
and development of the deficit. Government revenue 
accounted for more than 20 percent of the GNP every 
year during the first seven years. Since 1987, however, 
the share has been declining, down to 16 percent in 
1988-1991 and a mere 15.5 percent in 1992. In devel- 
oped Western countries, government revenue typically 
constitutes over 40 percent of the GNP, and in Asia’s 
four mini-dragons, over 25 percent. China was off by 25 
percentage points compared to the former and 10 per- 
centage points compared to the latter. When the per- 
centage is too low, government revenue inevitably 
shrinks and any increase will be slow in coming. This is 
a major cause of China’s budget deficits. 


3) The heavy burden of government subsidies 


In the last seven years the treasury shelled out 333.8 
billion yuan in all to subsidize money-losing enterprises 
and another 233 billion yuan in price subsidies. Total 
price tag: 566.8 billion yuan, far in excess of the sum of 
budget deficits for the same period. While this shows 
that public finance in China is people-oriented and 
production construction-driven, it.also leaves absolutely 
no doubt that the onerous burden of government finan- 
cial subsidies is an extremely important explanation of 
China’s fiscal woes, including the budget deficits it has 
been piling up many years in a row. ; 


4) Government revenue losses a severe problem 


The massive amount of revenue that has been lost, 
particularly as a result of tax evasion, is another major 
cause of China’s fiscal difficulties and budget deficits in 
the last seven years. Because of flagrant tax evasion, a 
substantial amount of revenue that should have gone 
into the national coffers was simply lost for nothing. 
Reportedly, the tax evasion rate is 10 percent in devel- 
oped nations and 20 percent or so in developing coun- 
tries. There are no reliable statistics on China, but a 
number of existing studies does give us a glimpse of the 
dimensions of tax evasion and tax underpayment in 
China. According to a survey by the Xiangtan tax bureau 
in Hunan, 44.2 percent and 32.3 percent of individual 
industrial and commercial households practiced tax eva- 
sion in 1988 and 1990, respectively. In 1988, only 3 
billion yuan or so were collected in revenue from indi- 
viduals. In 1989, following the nation’s first personal tax 
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general inspection, the figure shot up to 13.2 billion 
yuan. The increase continued in 1990, hitting 14.5 
billion yuan. Be that as it may, insiders believe that the 
government is collecting at most half of what is owed the 
treasury in taxes. Every inspection, so said a tax official 
from the Chaoyang district in Beijing, shows that at least 
90 percent of the state enterprises and collective enter- 
prises had some tax problems, large or small. Thus tax 
underpayment and tax evasion have become a chronic 
problem in tax collection—a big budget buster. 


5) Budgetary discipline softening and spending getting 
out of control 


Some of the causes of fiscal difficulties can be found at 
the revenue end, others at the spending end. At the 
spending end, a striking problem is softening budgetary 
discipline and the loss of control over spending. This 
manifests itself not only in the way the scale of capital 
construction was widened without authorization, 
including the reckless proliferation of nonproductive 
projects, buildings, hotels, etc., but also in the multipli- 
cation and over-staffing of government organs at all 
levels. Turning to the number of people on the public 
payroll, the wages of 15 million people came out of the 
nation’s budgets in 1979. By late 1991, the number had 
risen to almost 40 million, a 267 percent increase over 
1979. In 1980, administrative costs nationwide 
amounted to 40.4 billion yuan. By 1991, it was 140 
billion yuan, up 347 percent compared to 1980. Some 
localities waste national funds wantonly, causing severe 
fiscal difficulties. 


6) Explosion of off-budget funds 


There 13 a finite amount of funds at the disposal of the 
treasury at any given point in time. Budget funds and 
off-budget funds are related to each other and money can 
be shifted from one to the other. Under normal circum- 
stances, off-budget funds should be lower than budget 
funds in terms of both the absolute increase and the 
growth rate. Just the opposite happened in the last seven 
years. Off-budget funds soared. Take the 1986-1989 
period, for instance. While budget funds rose a mere 5.86 
percent annually on the average, off-budget funds 
expanded rapidly at the average annual rate of 11.22 
percent, double that of budget funds. Absolutely 
speaking, there were almost as much off-budget funds as 
there are budget funds. As more treasury funds were 
shifted outside the budget, the amount that remaine4 
inevitably diminished. This is another important reason 
why the state became strapped for funds and could not 
balance its budget. 


3. The Nature of Budget Deficits 


For 14 years the Chinese Government ran a deficit in its 
budget year after year, but the nature of the deficit 
changed over time. At the beginning the policy was to 
“balance revenue with expenditures and come up with a 
little surplus.” The government started out by drawing 
up a balanced budget, not a deficit budget. However, the 
suvjective did not coincide with the objective in the 
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course of implementation, that is, projected revenues did 
not materialize while expenditures exceeded what was 
planned. The result: a deficit, an unforeseen deficit that 
occurred because the projected balance was upset by new 
factors. During the Sixth Five-Year Plan, there was a 
gradual erosion of public appreciation for the fiscal 
policy of “balancing revenue with expenditures and 
coming up with a little surplus,” while the inconsistency 
between the finite nature of revenue and the infinite 
nature of spending was over-emphasized. Prompted by a 
desire for instant gain and dismissing deficits as harm- 
less, we relaxed the spending restraint in executing the 
budget and increased expenditures as we pleased. Rev- 
enue and expenditures thus went out of balance and a 
deficit ensued, an artificial kind of deficit that resulted 
from conscious decisions. As the Seventh Five-Year Plan 
went underway, the policy of “balancing revenue with 
expenditures and coming up with a small surplus” fell by 
the wayside, the prevailing idea then being that “it is 
alright to run a deficit.” Under the new policy, the deficit 
was made part and parcel of the entire budgetary pro- 
cess, from its preparation to its implementation. It was 
used to close the gap created by the excess of expendi- 
tures over revenue, to expand the scale of construction, 
and to run and develop the economy and all sorts of 
undertakings. In essence, what we had was a deficit 
policy; what we practiced was deficit economics. 


4. Closing Budget Deficits: Major Strategies 


To overcome our fiscal difficulties and eliminate the 
budget deficit, the most basic solution is to raise the level 
of profitability of the entire national economy substan- 
tially during the third phase of industrialization, effec- 
tively ending the situation in recent years when the 
economy was locked in fast but unprofitable growth. 
Certainly, raising the level of profitability is an 
extremely arduous piece of systems engineering, abso- 
lutely not something that can be tackled by the Ministry 
of Finance alone. But this does not mean that finance 
agencies should sit by idly and do nothing. On the 
contrary, they must play an active part to push the 
enterprise along. This article focuses on ways of 
resolving the fiscal difficulties and eliminating the 
budget deficit primarily from the perspective of finance 
agencies. These are some of the more important steps 
that can be taken: 


1) Clearly define a guiding philosophy for public finance 


For years after the PRC was founded, it had always been 
the philosophy of public finance in China to “do what 
one is capable of, balance revenue with expenditures, 
and come up with a small surplus.” As reform and the 
open policy went into full swing and hampered by the 
decline in profitability, the gap between revenue and 
expenditures widened by the day. In recent years a 
heated discussion has been underway revolving around 
the question of whether deficit budgeting is any way to 
close the gap. At the heart of the discussion is this: Are 
deficits good or bad? Pedantic arguments and counter- 
arguments continue to fly back and forth, with no 
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conclusion in sight. In essence, however, the controversy 
is really over whether our public finance philosophy 
needs to be reformed. 


Take a look around the world today. All countries that 

follow a deficit economic policy, whether capitalist or 
socialist, now find themselves in a bind: saddled with 

debts and a string of budget deficits and caught in 

economic turmoil and relentless inflation. Rare is the 

country which manages to break this cycle. Even the 

United States, the paramount capitalist superpower, has 
finally seen the light after tasting to the full the bitter 
fruits of deficit budgeting for years. As soon as he 

assumed office, President Clinton started pushing for an 

end to the deficit and has taken a number of practical 

steps to trim the deficit. As for the developing nations 

that have adopted deficit budgeting, the vast majority of 
them are being plagued by inflation and staggering under 
a mountain of debts that will never be paid off in full, 

their economies in worse shape than ever. What China 

has been following in recent years is actually a deficit 

economic policy. Although the policy has not yet 

resulted in economic disruptions of disastrous propor- 

tions, the skyrocketing inflation of 1989 and the subse- 

quent drive to improve the economic climate and rectify 

the economic order are clear signals. They also mirror 
the “time release” effects of deficit budgeting. As the 

peak period of debt repayment looms on the horizon, 

China has gotten to the stage where it must take out new 

loans to pay off old ones. In 1992 debt incomes 

accounted for 20 percent of gross revenue for that year. 

In the same year, however, debt expenditures amounted 

to 54 percent of debt incomes. This is something to be 

taken note of. In price reform, the two tracks are begin- 

ning to merge and full-fledged price decontrol is now 

under way. The prices of certain capital goods and 

articles of daily use are rising rapidly. Some signals, such 

as the depreciation of the renminbi against the dollar, are 

all raising the inflationary expectations of consumers 

(and producers too) to various extents. We are now at a 

turning point where consumers expect change; people 

are anticipating a new round of inflation. Accordingly, 

the prolonged and widespread existence of budget defi- 

cits, whether covered by borrowing or the issue of more 

money, is harmful. Only by adhering to the fiscal philos- 

ophy of “do what one is capable of, balance revenue with 

expenditures, and come up with a small surplus” can we 
ensure that the economy and revenue grow at the same 

pace. 


2) Improve revenue collection management and super- 
vision. 

Revenue collection is the cornerstone of all public 
finance operations. Thus far finance departments at all 
levels have done an enormous amount of constructive 
work to strengthen collection management and supervi- 
sion. Their achievements must be acknowledged. How- 
ever, we also should see that tax underpayment, tax 
evasion, and tax cheating continue on a large scale so 
that the treasury cannot get hold of the funds it is entitled 
to and ends up with reduced revenue. Had collection 
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management been tightened further, the national coffers 
would have been enriched by 30 billion yuan, or 10 
percent. Thus improving collection management and 
supervision is a major tool to overcome fiscal difficulties 
and erase the deficit. Since taxes make up over 80 
percent of government revenue, we should concentrate 
on beefing up tax collection and supervision. Besides 
improving existing methods of proven effectiveness, we 
should study extensively the effective measures that 
other countries, particularly developed nations, have 
adopted to strengthen tax collection management and 
supervision and combat tax evasion, modifying for 
application in China those that are scientific and suited 
to China’s conditions in order to further improve and 
strengthen its tax collection and supervision system. As 
for measures now in use which are known to be effective, 
such as the annual tax general inspection, they should be 
continued steadfastly and improved further. Penalties 
and punishments should be made more severe to prevent 
continuous revenue losses and deter new tax underpay- 
ment and evasion effectively. These days tax offenders 
are fined and ordered to pay back what they owe the 
government in taxes. But then they would turn around 
and continue their tax evasion until they face yet another 
round of the same penalties. We must break that vicious 
cycle. Serious blatant tax evaders must be dealt with in 
accordance with the law and punished harshly. In addi- 
tion, these days localities cut or waive taxes and call 
them preferential policies. The upshot is that tax reve- 
nues are fragmented and funds that should have flowed 
into the national coffers are misused or siphoned off into 
other channels. We must take pains to stop these trends. 


3) Tap new revenue sources ceaselessly. 


The third step finance departments can take to overcome 
fiscal difficulties and eliminate the deficits is to pay 
attention to tap new revenue sources in a timely fashion 
based on the latest progress on the reform and open 
policy front. In this respect Guangdong has broken much 
new ground profitably and achieved a lot of gratifying 
results. Its experience should be disseminated. In 1992 
Guangdong sold off 7,010 hectares of land, earning 9.4 
billion yuan (including urban infrastructural matching 
fees), equivalent to 44.8 percent of the provincial gov- 
ernment’s total revenue for the year. In many prefectures 
and municipalities, land-derived incomes are 
approaching or have exceeded what the local jurisdiction 
collects in revenue and have been dubbed the “second 
treasury.” It is a foregone conclusion that land, a state 
property, will enter the market extensively as a special 
commodity as reform and the open policy are furthered 
steadily and a socialist market economy gradually takes 
shape and develops. Logically speaking, incomes derived 
from the auction of land use rights based on land prices 
should go to the Ministry of Finance, At present, how- 
ever, the government is losing such incomes on a sub- 
stantial scale as they end up in the hands of some 
collectives, groups, or individuals. Land transactions are 
highly profitable, which explains why land speculation 
has become such a major problem today, with a handful 
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of people reaping a windfall at the expense of the state. In 
conjunction with other interested national agencies, 
finance departments should immediately work out laws 
and regulations to lay down clearly the taxes payable by 
people involved in land transactions as well as their 
legitimate profits. They should waste no time in con- 
ducting a comprehensive and thorough audit and firmly 
recover all illegal profits to benefit the national coffers. 
Moreover, finance departments at all levels should be 
required to devote manpower to study and identify new 
revenue sources without cessation. The real estate 
market, stock exchanges, high-tech market, and other 
markets are all new revenue sources that must not be 
overlooked. Tapping these new sources will go a long 
way toward easing our fiscal plight. 


4) Strictly limit and gradually reduce miscellaneous 
government subsidies. 


Miscellaneous subsidies cost the Ministry of Finance 570 
billion yuan in lost revenue and increased expenditures 
in the last seven years, averaging over 80 billion yuan a 
year. For this reason, we must take stock of every kind of 
government subsidies most carefully. The last thing we 
should do is to impose a single policy across the board. 
With the exception of subsidies to offset policy-induced 
losses, which should be retained, we must require all 
other operating losses to be turned into surpluses within 
one to two years, after which subsidies would be cut off. 
Public finance in China, we must insist, should be 
production-based public finance, not welfare-oriented 
public finance. No longer should the treasury continue to 
spend vast sums of money to salvage from the bottom of 
the sea of the socialist market economy those enterprises 
that prefer surviving long-term on state hand-outs to 
struggling on their own to turn business losses into 
profits. To do so would violate the law of the market— 
survival of the fittest—and be counter-productive. 
Turning to price subsidies, price subsidies for agricul- 
tural capital goods and protective procurement price 
subsidies for agricultural products should be retained. As 
the government moves to decontrol prices gradually, 
other price subsidies, such as those for articles of daily 
use, should be abolished. Instead, the treasury should 
offer subsidies only to those households below a prede- 
termined income level. Under the current system, every- 
body, from 10,000-yuan households to 100-yuan house- 
holds, collects subsidies. That practice should be brought 
to an end. If only government subsidies are cut 10 
percent a year, the treasury would be able to trim 
spending or increase revenue by 8 billion yuan. This is 
something that must be taken seriously. 


5) Strictly rein in all sorts of nonproduction expenditures 
and tighten budgetary discipline. 


Besides revenue-enhancing efforts, an extremely vital 
step to eliminate fiscal difficulties is to strictly rein in all 
sorts of nonproduction expenditures. In 1991 China 
spent 34.78 billion yuan in administrative costs, a 610 
percent increase over 1978. It has been calculated that by 
halving the public payroll, the central government can 
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save about 60 billion yuan a year. Purchases by social 
groups nationwide reached 41.38 billion yuan in the first 
half of 1991, a gain of 17.9 percent over the corre- 
sponding period a year ago. The health care bill footed 
by the treasury in 1990 exceeded 10 billion yuan. When 
it comes to these and similar massive nonproduction 
expenses, we must stiffen budgetary discipline and 
strictly prohibit over-spending. Finance departments at 
all levels must stick to the spending level in the budget, 
firmly refusing to pay any overspent amount. Further- 
more, the squandering of state funds on any pretext must 
be proscribed by formal decree. There is a new, 
unhealthy trend in the special economic zones, Hong 
Kong and Macao: using public funds to throw “10,000- 
yuan banquets” and pay for ‘“‘1,000-yuan simple meals” 
just to show off one’s wealth. Another fad rapidly gaining 
popularity is to make study trips abroad at public 
expense, gobbling up wealth the workers create through 
hard labor. A one-month study mission to the United 
States costs the government over 70,000 yuan per 
person. These days even perennially under-funded ele- 
mentary and secondary schools have been lining up to 
send study missions overseas bearing all sorts of names. 
These trends should be checked without delay. By tight- 
ening budgetary discipline, we can avoid over-spending. 


6) Make the most of and strengthen auditing and super- 
vision. 

As reform and the open policy quicken their pace, some 
units and individuals have resorted to a variety of illegal 
ploys to participate in economic activities and misappro- 
priate government properties and funds, thus siphoning 
off public assets into private hands and making a fortune 
at public expense. This is particularly true of the upstarts 
who reaped a windfall from the third round of industri- 
alization. Now they lead a life of decadent luxury every 
day, spending money like water. It is imperative, there- 
fore, that we scrutinize our financial and economic law 
and discipline and conduct an audit on the assets of 
every upstart. Illicit incomes should be recovered and 
the economic climate must be purified. We must create 
a normal economic order consistent with a socialist 
market economy, protect state properties, and encourage 
people to get rich legally. 


In short, China was plagued by fiscal problems and ran a 
budget deficit year after year in the seven years between 
1986 and 1992, the outcome of a broad decline in 
profitability and a deficit economic policy. The only way 
to end this plight and push ahead with the development 
of a socialist market economy is to look back in earnest 
and work out practical and feasible strategies. 


INDUSTRY 


Yang Peixin on Shortage of Funds for Industry 


94CE0317A Beijing JINGJI CANKAO BAO in Chinese 
25 Jan 94 p 4 


[Article by Yang Peixin (2799 1014 2450) of State 
Council Development and Research Center: “Why 
There Is a Shortage of Circulating Funds for Industry”’] 


JPRS-CAR-94-020 
30 March 1994 


[Text] Since the implementation of the macro-economic 
control program in July 1993, there has been a shortage 
of circulating funds for industry in China. Even now, this 
situation has not been alleviated. In some districts, 
enterprises have stopped production completely or par- 
tially, because they have no money to buy raw materials 
or pay wages. We must conscientiously study and ana- 
lyze this situation. 


Why Are Circulating Funds for Industry Insufficient? 


The issue of insufficient circulating funds for industry is 
really something which has cropped up in the course of 
exercising the macro-economic control. However, we 
should point out that due to the high rate of growth of 
our national economy, this phenomenon had actually 
appeared since the first half of 1993. The macro- 
economic control and the tightening of the money supply 
have aggravated this situation. 


The high growth rate of the national economy demands 
even more circulating funds for industry. 


1. According to an analysis, the amount of investments 
in fixed assets was more than 700 billion yuan in 1992 
and 1.1 trillion yuan in 1993 of which the portion of 
projects completed and went into operation cost about 
one trillion yuan. The minimum circulating funds 
needed was 100 million yuan. Under ordinary condi- 
tions, the amount of circulating funds needed was about 
30 percent of the fixed assets. Therefore, the amount of 
circulating funds needed to buy new equipment for 
production would be approximately 100 to 300 billion 


yuan. 


2. The amount of loans used as circulating funds for 
industry totalled 1.5 trillion yuan at the end of 1992, and 
the total industrial output value rose by more than 20 
percent. Thus, there is a need to increase the amount of 
circulating funds for industry by 300 billion yuan. 


3. The prices of industrial raw materials have increased. 
According to statistics compiled, the prices of capital 
goods have increased by 30 percent, and the cost of 
investment by 40 percent. On the basis of the price 
increases of capital goods, we need to duly increase the 
amount of circulating funds by 450 billion yuan. Due to 
the high rate of growth and the decontrol of the prices of 
capital goods, the amount of circulating funds needed 
would exceed one trillion yuan, of which tens of billion 
yuan are needed in support of national construction 
— It is precisely for this reason that from October 
1993, the specialized banks had poured capital into 
industrial enterprises in the form of loans and in other 
forms, while the central bank had helped the specialized 
banks in doing refinancing. Although the reserve ratio of 
the specialized banks on their deposits rose from approx- 
imately 1 percent to 13.9 percent, some of their funds 
have not been released yet. Nevertheless, we should 
admit that the banks have truly increased the amount of 
loans used as circulating funds for industry. Then why is 
there still a shortage of money on the market? From the 
aforementioned estimates, we should realize that due to 
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the rapid rate of growth of the industrial output value 
and the acceleration of the price reform, we inevitably 
need a large amount of circulating funds. In seeking a 
high rate of growth, we must pour in a large amount of 


ment oF ee but 
dependent on the monetary 

hs amaust of eouieslal maaan On 

re apa le pe pg h 

still determined by 

(including Renminbi . 

on de bn d ae ct ok ae 
without taking into consideration the amount of avail- 
able funds and that even if inflation swells, it will not 
affect the rate of growth is an unrealistic idea. 


H Fo Taste Degane Shortage of 
ow To Regarding 


for Industry 


According to a bank survey, the reasons causing shortage 
of circulating funds for industry are as follows: 


1. Some of the enterprises in the fields of textile, coal and 
chemicals are not doing well in selling their main prod- 
ucts and they have a large stockpile of manufactured 
goods. They owe others a great deal of money, while 
others also owe them a great amount of money. No 
matter the money is easy or tight, the enterprises have 
little circulating funds. 


2. Enterprises recklessly raised funds and borrowed 
money, and there is always a constant flow of money out 
of the district, causing a shortage of funds in a certain 
district. 

3. Enterprises have insufficient circulating funds. Ten 
percent of the 5,000 large- and medium-sized enterprises 
fail to maintain a definite between their 
circulating funds and their total capital, while 20 percent 
of them fail to maintain a fixed amount of circulating 
funds. The situation in smaller enterprises is even worse. 


ECONOMIC 13 


They mainly rely on bank loans. Once the bank tightens 
the money supply, they are in trouble. 


4. A part of the circulating funds is used as investments 
in fixed assets. When enterprises have no money to 
develop technical innovations, they use circulating funds 
to do so. 
5. Enterprises continue to manufacture slow-moving 
products. 


6. Enterprises owe each other more and more money. 
This situation is worse in the fields of 

building materials and iron and steel industry. It is 
mainly because of investment curtailment and lack of 
construction funds. 


The aforementioned examples indicate that shortage of 
circulating funds for industry has existed long time ago. 
it is main because of the fact that enterprises’ tax 
burdens have already accounted for 90 percent of their 
net revenue (or the total amount of profits and taxes). 
This percentage may reach 94 percent for some large 
enterprises. Enterprises have lost their function for self- 
accumulation. Meanwhile, the financial authorities have 
also stopped appropriating any fixed amount of circu- 
lating funds for enterprises. Nor would they allocate 
funds to help enterprises develop technical innovations. 
Enterprises have no accumulations of their own, and 
they are unable to develop technical innovations without 
money. Naturally their products will become unmarket- 
able. Such enterprises cannot compete with their coun- 
terparts which are not state-owned. When our national 
economy was rapidly growing in 1992 and 1993, signs of 
reckless fund raising and money borrowing and illegal 
use of circulating fonds to develop technical innovations 
had cropped up. After China exercised the macro- 
economic control, the phenomenon of chain debts sur- 
faced among enterprises. Therefore, the basic contradic: 
tion is the fact that our state-owned industrial 
enterprises are still on the track of planned economy, 
while they are losing their abilities for self-accumulation 
and self-development. Whenever the bank tightens the 
money supply, there will be an even greater shortage of 
funds. Right now, state-owned enterprises are slow in 
carrying out reform and they lack vitality. This is the 
main reason why they are short of funds. The state- 
owned enterprises are unable to keep pace with the rapid 
development of our national economy. They can neither 
advance nor retreat. To earnestly reform the mechanism 
of state-owned enterprises, help them reduce their tax 
burdens and truly invigorate them is the only way to 
fundamentally tackle the issue of money shortage for the 
enterprises. 
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Textile Output in February 
HK2203115094 Beijing CEI Database in English 
22 Mar 94 


[Text] Beijing (CEIS)}—Following is a list of the output of 
textiles in February 1994, released by the State Statistical 
































Knitting wool 10,000t 
Garment 100m.pc 
Notes: t—ton, po—piece, m.m—million meters, m.po—million pieces 




















Ministry Issues Feb Output for Top 10 Steel 
Makers 


HK2303112494 Beijing CEI Database in English 
23 Mar 94 


[Text] Beijing (CEIS)}—Following is the monthly output 
of China’s top 10 iron and steel companies in February 
1994, released by the Ministry of Metallurgical Industry: 
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684,955 1,211,874 





655,036 1,367,467 





477,888 1,084,260 





521,185 1,067,542 





250,293 519,052 





422,609 912,923 





191,669 





219,945 





172,835 





189,300 
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Bureau Issues Jan Raw Materials Output Figures 


HK0203 144494 Beijing CEI Database in English 
2 Mar 94 


[Text] Beijing (CEIS)—Following is a list of the output of 
raw materials in January 1994, released by the State 
Statistical Bureau: 





Item 

Iron ore 

Pig iron 

Steel 

Rolled steel 
Ferro alloys 
Coking coal 
Ten nonferrous 
metals 


Of: Copper 

Aluminium 
Copper products 
Aluminium products 
Alumina 









































Sulphuric-iron ore 
Phosphorus ore 
Timber 

Artificial board 
Cement 

Plate glass 
Notes: t - ton, cu m - cubic meter, c - case 
































SMALL-SCALE ENTERPRISES 


Hubei Decision on Developing Private Economy 


94CE0318A Wuhan HUBEI RIBAO in Chinese 
7 Jan 94 pp 1, 2 


[“Decision by the Hubei Provincial CPC Committee and 
the Hubei Provincial People’s Government on Acceler- 

ating the Development of the Individual and Private 
Economy (24 November 1993)”] 


[Text] Since the Third Plenary Session of the 1 1th CPC 
Central Committee, Hubei’s individual and private 
ee ae ee Se This has had a very 
positive effect in stimulating social production, bringing 

prosperity to urban and rural markets, making things 
more convenient for the people, adjusting the produc- 
tion structure, increasing employment of labor, and in 
increasing revenue a y- public finance. The individual 
and private economy has thereby become an important 
force within the national economy of the whole prov- 
ince. In order to further implement the spirit of the 14th 
CPC National Congress and of Comrade Deng Xiaop- 
ing’s important statements on his southern inspection 





JPRS-CAR-94-020 
30 March 1994 


tour, also to more rapidly and more effectively develop 
the individual and private economy in our province, and 
to thereby promote the sustained, rapid, and healthy 
development of Hubei’s national economy, the following 
has been decided upon: 


1. Further Emancipation of Minds, Greater Unanimity 
of Concepts 


1) The individual and private economy is an organic part 
of China’s socialist market economy; it is a new growth 
sector in the developing social productive forces. Per- 
sonnel engaged in the individual and private economy 
are workers in the construction of socialism. Rapid 
development of the individual and private economy is 
one of the major moves toward the establishment of the 
systein of socialist market economy, and toward raising 
the national economy of the entire province to a new 
height of accomplishment. 


2) The following ideology is to guide the development of 
Hubei’s individual and private economy in Hubei: It 
must be guided by the spirit of the 14th CPC National 
Congress, the fundamental political line of the party 
must be upheld, as must be “the three advantageous” 
criteria, the principle of the priority of the public own- 
ership system with its long-term coexistence with ele- 
ments of multiple other economic forms, and also the 
principle of competition on equal terms and the prin- 
ciple of common development. Our central concerns 
must be the establishment of the socialist market 
economy, improvement of the external environment, 
accelerated regional legislation, standardization of busi- 
ness procedures, and accelerating the development of the 
individual and private economy throughout the entire 
province. 


3) In all places, in all sectors, and especially among 
leading cadres at all levels, there has to be a further 
emancipation of minds, outdated concepts shall be 
revised, and the important position and function of the 
individual and private economy shall gain full recogni- 
tion. While we shall continue to strengthen the public 
ownership system, extraordinary measures shall at the 
same time be adopted to arouse enthusiasm in all quar- 
ters to achieve a breakthrough development in the fur- 
ther promotion of the individual and private economy. 


2. Expending Great Efforts To Achieve the Objective of 
Developing the Individual and Private Economy 


4) For the period from 1993 to 1995, the overall devel- 
opmental targets of Hubei’s individual and private 
economy are: Each year one large step forward and 
throughout the three years one great development. On 
the foundation already laid in 1992, we shall, up to the 
year 1995, double the number of individually operated 
industrial and commercial businesses, the total number 
of privately run enterprises, the number of persons 
engaged in the said establishments, and achieve twice as 
much output value and twice as much business volume, 
namely get to 1.2 million enterprises, 2 million persons, 
and 30 billion yuan, respectively. At the same time, great 
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efforts shall be made to improve the trade structure of 
the individual and private economy, and to accelerate 
the productive, scientific, and export-oriented develop- 
ment of privately run enterprises. 


3. Simplifying Registration Procedure, Broadening the 
Scope of Business Operations 


5) All secondary and tertiary industries primarily 
financed by one or more individuals (excluding non- 
profit enterprises) shall be considered falling within the 
scope of enterprises that have to be registered and 
administered as individually operated industrial and 
commercial businesses or as privately run enterprises. 
With the exception of party and government personnel, 
staff and workers employed in industrial and commer- 
cial enterprises, presently serving military personnel, 
and students at schools—anyone capable of running a 
business may—on the evidence of his/her proof of iden- 
tity and other relevant documents, apply to the local 
administrative organ in charge of industrial and com- 
mercial affairs for registration. New entrepreneurs in 
remote border areas and in impoverished mountain 
districts may be allowed to start business first and to 
attend to the prescribed registration later. 


6) Individually operated industrial and commercial busi- 
nesses and privately run enterprises may apply to be 
allowed to prefix their own name with the name of their 
county or higher ranking administrative district, and 
their registration and administration may be carried out 
at the different administrative levels. Privately run 
enterprises of certain scale, whether of single proprietor- 
ship or whether partnerships, may add “gong si” [com- 
pany] to their names. 


7) Individually operated industrial and commercial busi- 
nesses and privately run enterprises shall be encouraged 
to set up productive, scientific, and export-oriented 
enterprises. Registration requirements, as to number of 
people employed and amount of registered capital, may 
be lowered for scientific and export-oriented privately 
run enterprises during their initial stage of operations. 
Relevant departments shall be supportive of tertiary 
industries in the areas of education, cultural affairs, 
public health, tourism, and consultative services. 


8) Individually operated industrial and commercial busi- 
nesses and privately run enterprises may trade in all lines 
of business and all kinds of products which it is permis- 
sible to trade in, according to state and provincial 
government provisions. As to products which it is not 
permitted to trade in, a one-time trade may be transacted 
with the prior approval of a people’s government of 
county or higher rank or with the approval of an organ 
authorized by the governments, provided it will not 
adversely affect the overall situation. 


9) Business may be conducted in any form or pattern. 
Where appropriate prerequisites exist, privately run 
enterprises may operate, with the approval of the 
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authority in charge of their registration, as group corpo- 
rations, and may also, with the approval of the relevant 


authority, set up enterprises on the shareholding system. 


10) Individually operated industrial and commercial 
businesses and privately run enterprises may take over 
management under contract, lease, or purchase state- 
owned and collective-owned enterprises or institute joint 
business operations with them. If public property is 
placed under private business management, the relevant 
authority shall effect an appraisal of assets, ensure that 
value of government-owned or collective-owned assets is 
maintained or increased, that ownership status of the 
assets is not changed, and that there is no change in the 
character of the operations carried out by the individual 
or private enterprises. 


11) Individually operated industrial and commercial 
businesses and privately run enterprises shall be encour- 
aged to undertake Sino-foreign joint ventures and coop- 
erative enterprises with foreign business firms, also to 
extend their business operations to overseas. Where 
necessary prerequisites exist, privately run enterprises 
may take up foreign trade, either jointly with foreign 
trade units or through agencies, and may also, according 


to regulations, report their import-export trading right to 
higher authority for record. 


4. Improving Business Environment 


12) Governments at all levels shall incorporate the plant 
layout and the various market constructions of individ- 
ually-operated industrial and commercial businesses and 
of privately run enterprises into the urban development 
plan of the locality in question. Market construction 
shall be accelerated by “raising capital in a multiplicity 
of ways, with a multiplicity of participants, but with 
unified management and commonly shares benefits,” as 
well as according to the principle of “benefits to accrue 
to whoever has invested capital.” Units and individuals 
are encouraged to start up various kinds of markets, and 
the objective that we shall all strive for energetically is to 
increase the total number of wholesale markets from 91 
in 1992 to 150 by the latter part of the Eighth Five-Year 
Plan. At the head of this development shall be the large- 
and medium-sized cities and fairly large commodity 
collecting and distributing centers. They shall initiate 
two to three large-scale wholesale markets of substartial 
capacity and broad effective influence to outlying zreas, 
and shall also initiate a series of medium and smal!-scale 
wholesale markets of local character, as also one to two 
wholesale markets that will rank among the ten large 
wholesale markets of the entire country. At the same 
time, great efforts shall be expended on the effective 
establishment of border trade markets. 


13) The relevant authorities shall plan for and be most 
supportive in supplying land needed for production and 
business operations of privately run enterprises. If it 
shall become necessary for special reasons to dismantle 
or relocate business sites or plants, the government at the 
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location in question shall reach an appropriate agree- 
ment beforehand with the original user of the land. 


14) The authorities in charge in medium- and small- 
sized cities and county market towns shall, in accordance 
with the overall city development plan, energetically 
support the reconstruction of walls and residences along 
the streets turning them into retail chops. They shal 
designate certain sections as early-morning markets, as 
night markets, or in residential districts designate the 
two sides on nonarterial roads for stalls and crowds of 
vendors, and also appropriately arrange for business 
sites for individually operated industrial and commer- 
cial businesses and privately run enterprises. 


15) New privately run enterprises that are experiencing 
difficulties during their initial period of operations in 
paying legally prescribed taxes, may be granted reduc- 
tions or exemptions in their industrial and commercial 
income tax for their first year, unless the tax law explic- 
itly prohibits reduction or exemption of a tax for certain 
products or in case of the “eight small” [ba xiao 0360 
1420] enterprises. If further difficulties are experienced 
beyond the first years, they may be granted further tax 
reduction or exemption, depending on the circumstances 
and on obtaining approval, according to the proper 
procedure under the current system of the tax adminis- 
tration. 


16) Individually operated businesses and privately run 
enterprises whose development, production, and mar- 
keting of a new product has been reported to the relevant 
authority and approved by it, may, if their standards are 
of “national ranking,” be granted two to three years of 
tax reduction or exemption, and if of “provincial rank- 
ing,” be given tax reduction and exemption for one to 
two years. If their difficulties persist after expiration of 
the said periods, they may be granted further tax reduc- 
tion or exemption on obtaining approval, according to 
the proper procedure under the current system of the tax 
administration. 


17) Enterprises set up by individually operated busi- 
nesses and privately run enterprises with foreign firms as 
joint ventures or cooperative management enterprises 
shall enjoy the benefits of preferential taxation policies 
accorded by the state to foreign-invested enterprises. 
Scientific and export-oriented enterprises instituted by 
individually operated businesses and privately run enter- 
prises shall enjoy the benefit of preferential taxation 


18) Tax offices shall collect taxes from individually 
operated businesses and privately run enterprises 
according to law. Arbitrary increases or reductions in 
taxes are not permissible. 


19) All relevant state agencies and units shall show 
solicitude for and shall support individually operated 
businesses and privately run enterprises, and shall help 
dispel their anxieties and resolve their difficulties. 





JPRS-CAR-94-020 
30 March 1994 


20) In the appraisal of products, in adjudging high 
quality and fitness for exhibition, in import-export for- 
malities, in the conferring of titles to their personnel, and 
in checking for permission to travel abroad, individually 
operated industrial and commercial businesses and pri- 
vately run enterprises shall be treated the same as 
state-owned or collective-owned enterprises; examina- 
tions shall be conducted and approval granted by the 
authorities in charge according to prescribed procedures. 


5. Protection of Legitimate Rights 


21) Any arbitrary imposition of fees, levies, and fines on 
individually operated businesses and privately run enter- 
prises shall definitely be stopped. Apart from charges 
and fines prescribed by law and regulations and charges 
and fines authorized by the state and the provincial 
authorities in charge of such collections, arbitrarily 
decreed fees and fines, wherever and whosesoever, are all 
invalid. Legitimate charges and fines must not exceed 
appropriate limits and standards. The various charges 
and standards shall be properly adjusted and made 
public. If individually operated businesses and oe 
run enterprises are subjected to arbitrary charges, levies, 

and fines in violation of law, regulations, and adminis- 
trative rules, they may be firmly rejected by the associ- 
ations of individual workers and associations of private 
enterprises, and individually operated industrial and 
commercial businesses and privately run enterprises 
shall have the right to refuse payment. They may, 
furthermore, report such incidents directly to the local 
government or to the individual and private economy 
leading teams. 


22) No unit or government agency whatsoever may, for 
reasons of initiating an-economic entity, leasing out 
business sites, providing services, and taking up shares, 
change the economic character of individually operated 
businesses and privately run enterprises, nor may they 
arbitrarily transfer their assets. There must be no “incor- 
poration into one’s unit” and no “linking up for sup- 
port” in these business operations. The authorities in 
charge shall reassess the economic character of state- 
owned and collective-owned enterprises who are such 
only in name but not in reality. 


23) Business licenses serve to certify the legitimate 
business operations of individually operated businesses 
and privately run enterprises. No unit or individual 
other than those of the state agencies in charge of 
industry and commerce are legally authorized to retrieve 
or cancel these licenses. If economic losses are inflicted 
on individually operated businesses and privately run 
enterprises by action that exceeded the authority of an 
agency, the person in charge of that agency must bear 
responsibility to compensate for such losses. 


24) The life and property of those engaged in individu- 
ally operated businesses and privately run enterprises 
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shall be absolutely protected. With due approval, secu- 
rity organizations may be set up at large- and medium- 
sized markets and integrated specialized markets. Crim- 
inal acts that infringe upon the legitimate rights and 
interests of individually operated businesses and pri- 
vately run enterprises shall be punished according to law 
by the public security and judicial agencies. 


6. Enhance Organizational Guidance 


25) Party committees and governments at all levels shall 
enhance their guidance of the individual and private 
economy. In the same manner as this has been stressed in 
the case of state-owned and collective-owned enterprises, 
the same stress should be exercised in the case of the 
individual and private economy. There has to be effec- 
tive coordination and proper handling of the major 
problems in the development and administration of the 
individual and private economy. 


26) Party committees and governments at all levels shall 
express strong approbation of outstanding contributions 
made by individually operated businesses and privately 
run enterprises. Every unit of the news media shall 
actively propagate incidents of such exemplary cases, 
propagate the standing and functions of the individual 
and private economy, so as to create a beneficial public 
opinion and atmosphere, favorable to the accelerated 
development of the individual and private economy. 


27) The departments concerned shall do an effective job 
in Organizing participation of individually operated 
businesses and privately run enterprises, of their own 
initiative and volition, at such activities as studies and 
training, so as to raise their overall quality. They shall 
encourage them to freely pursue their business interests, 
continuously expand the scope of their business opera- 
tions, striving to become “giants en miniature.” They 
shall educate and guide those engaged in individually 
operated businesses and privately run enterprises to 
abide by and implement the laws, rules, and regulations 
of the state and all provisions of policy, and to arrive at 
a state of “observing discipline and obeying the law,” 
and of “honorable conduct of all business operations.” 
Where conditions would be suitable for it, privately run 
enterprises may establish party or youth league organi- 
zations and staff and workers unions. 


28) Supervision and administrative control of the indi- 
vidual and private economy must continuously be 
strengthened. Illegal activities, such as evading taxes and 
resisting taxation, manufacturing and selling counterfeit 
and spurious goods, fraudulent purchasing and selling, 
and gaining dominant position in the market by fraud- 
ulent means, must be investigated and appropriately 
dealt with. Persons operating businesses without license 
must be urged to register, and those still refusing to 
register shall be ordered to cease operations. 


29) According to the party’s policy of “uniting, assisting, 
guiding, and educating,” industrial and commercial 
associations of all ranks shall step up efforts toward 
strengthening contacts between representatives of the 
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individual and private economy. Their education shall 
nurture “patriotism, respect for one’s trade, and a law- 
abiding attitude,” and their opinions and demands 
should be promptly made know, so that their legitimate 
rights and interests may be protected, and to have these 
associations function as effective intermediaries. They 
should also participate in the formulation of plans for 
the development of the individual and private economy, 
in the formulation of relevant policy, and in com- 
mending meritorious achievements. Associations of 
workers in individually operated businesses and associ- 
ations of privately run enterprises of all ranks shall give 
full scope to self-education, self-administration, and 
mutual service among one’s own members, so as to 
promote the healthy development of the individual and 
private economy. 


30) The Industry and Commerce Bureau, together with 
relevant departments, shall formulate enforcement pro- 
visions for the present decision. 


Mistakes of Private Economy 


94CE0318B Beijing ZHONGGUO XINXI BAO 
in Chinese 12 Jan 94 p 2 


[Article by Bian Yongguo (0593 3057 0948): “Private 
Enterprises: Get Out of Your ‘Zone of Errors’ and You 
Will Be in Heaven”] 


[Text] Private enterprises are admired by state-run and 


collective enterprises for their flexible mechanism. After 
the 14th CPC National Congress established their legit- 
imate position, private enterprises achieved unprece- 
dented development. While the public-owned enter- 
prises made every endeavor to adopt the strong points of 
the private enterprises, energetically transformed their 
operational mechanism, and set up modern enterprise 
systems, the operational mechanism of a considerable 
portion of the private enterprises became in certain 
respects imperceptibly influenced by the old mechanism 
of the public enterprises, came to show some of the 
shortcomings of these public enterprises, and also came 
to show tendencies of alienation. It must be realized that 
the reason why these enterprises had become privately 
operated enterprises, and why they can go on to prosper 
and develop, is that they have certain strong points 
which the public-owned enterprises do not have. If 
private enterprises would want to have an even better 
future and experience further healthy development, it is 
now most important for them to put a stop to the process 
of emulating the old mechanism of the public-owned 
enterprises and to get out as quickly as possible from 
their “zones of errors.” 


Having No [Domineering] ‘‘Mother-in-Law’’ and 
Wanting One, Discarding the “Grey Hat” for a “Red 
Hat” 


Private enterprises have gradually evolved under the 
system of planned economy; they have grown out of 
public-owned enterprises, and then again grown up and 
developed among public-owned enterprises. It was, 
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therefore, only natural that the old managerial patterns 
of the public-owned enterprises were filtering into the 
private enterprises. Under the influence of such infiltra- 
tion, a peculiar phenomenon has appeared: On the one 
hand, state-run and collective enterprises, furiously 
angry with their [domineering] “mothers-in-law,” had 
thrown off their [domineering] “mothers-in-law,” while, 
on the other hand, private enterprises are looking for 
“mothers-in-law” and seeking someone to act as 
“patron.” Some private enterprise executives, including 
some industrialists of certain stature, are actually clam- 
oring for and demanding that governments of every rank 
establish organs for the administrative control of private 
enterprises, and that they deputize one senior adminis- 
trative official to be particularly in charge of private 
enterprises, thereby changing the present situation where 
no such forceful administrative control exists. At the 
same time, some private enterprises are one after 
another discarding their “grey hats” in exchange for “red 
hats,” or are linking up with collectives, or set up 
spurious collectives, or outwardly proclaim themselves 
to be enterprises on the shareholding and cooperative 
systems, or are hanging up the shop signs of partnership 
businesses. It must be admitted though, that these pri- 
vate enterprises acting in this way thereby indicate, first 
of all, that their environment is not yet sufficiently 
unrestrained to allow for their free existence and devel- 
opment, so that they are in many respects worse off than 
the state-run and collective enterprises, and that they are 
therefore compelled to take countermeasures. It also 
indicates that the private enterprises themselves lack the 
spirit of self-assertion and self-reliance, the spirit of 
breaking new ground and forging ahead, and that they 
are therefore inclined to seek succor under a “red label” 
or “red hat” to benefit their own advancement. This is a 
zone of much erroneous understanding. Judging by the 
spirit of the Third Plenum of the 14th CPC Central 
Committee, the things that the private enterprises are 
now hoping to get are precisely what was to be gotten rid 
of in the reform. Many “mothers-in-law” can, of course, 
be helpful, but practice has proven that the disadvan- 
tages outweigh the advantages, and that they will in the 
end hamper progress. The “red hat” may for a time still 
make one’s head impervious to wind and rain, but 
following the suppression of the “theory of the economic 
ingredients” [i.e. residual ingredients of other systems 
being maintained in the dominating economic system] 
this attitude may lose its effectiveness in the not too far 
away future. One has to get out from this “zone or 
error.” 


Continuing the Unreasonable Distribution System, 
Being Free of Them and Yet Seeking the Restraints of 
Conventions 


A considerable number of private enterprise executives 
will either not dare to do anything unconventional and 
unorthodox because of their narrow mode of thinking; or 
will, on the other hand, under the residual influence of 
the old distribution pattern of the public-owned enter- 
prises—some of these persons having only recently 
changed over from a public-owned enterprise “feeding 
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trough”—continue, consciously or unconsciously, the 
lump sum gross payroll distribution method that has 
been used all along by the state-run and collective 
enterprises. They will not dare take even half a step 
beyond what they assume as safe territory. Although 
these private enterprises are not at all unaware of the fact 
that they are now closely emulating the distribution 
system of the oa enterprises, they will still, 
wrongheadedly ard , Claim that they are 
giving a brilliant show of a law-abiding, rule-obeying 
attitude in their business operations, and that they are 
the modern type of private enterprises. In actual fact it is 
precisely this distribution system, now continued in 
docile conformity with conventions, that obliterates the 
flexibility in distribution in the private enterprises and 
weakens the most significant advantage of private enter- 
prises. At present, all public enterprises strenuously 
endeavor in their reform efforts to break out from the 
constraints of their former conventions, widen the 
grading in distributions, gain the ability to raise or lower, 
in order to stimulate the enthusiasm of all cadre, staff, 
and workers. The private enterprises, on the other hand, 
move in the opposite direction, is that not sad. For all 
these reasons, the private enterprises are urged to stop 
assimilating with the public enterprises in these respects 
and are urged to go their own way, which they really 
ought to go. 


With Loud Booms and Craving for Hollow 
: Bangs, a Craving 


Recently, some private enterprises of quite some propor- 
tions underwent a change in that they abandoned their 
former spirit of frugality and turned away from their 
arduous and thrifty ways of trading and marketing. Now, 
their invitations to symposia went out to all over the 
world, just as the large public-run and collective enter- 
prises used to do. On the occasion of its fifth anniver- 
sary, one private enterprise did not shrink from spending 
a million yuan to hire a plane for highly placed person- 
alities to come from Beijing and other places for the 
celebration, arranged an order-placing meeting, and was 
seeking to gain a hollow reputation rather than achieve- 
ments of substance. These acts result to a large extent 
from the old mode of business operations and marketing 
practiced by the public enterprises. At present all state- 
run and collective enterprises are eager to adopt the 
strong points of the private enterprises; they are contin- 
uously improving themselves. If the private enterprises 
are so very much bent on emulating the old ways of the 
public enterprises of doing business and marketing, what 
“strong points” will there be left in them? Only by 
getting out of that “zone or errors” will they be able to 
regain their vitality. 


TRANSPORTATION 


High-Speed Train Project Planning Underway . 
94CE0275A Beijing ZHONGGUO XINXI BAO 
in Chinese 15 Dec 93 p 1 


[Article by Gu Dechang (6328 1795 2490): “High-Speed 
Trains—High-Speed Rail Construction Is Now Being 
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Accelerated on the Guangzhou-Shenzhen Line, With 
Initial Proofs Completed for the Beiji i Line, 
and the First High-Speed Train Expected To Roll 
Around the Year 2005”) 


[Text] Every Chinese, from north to south and east to 
west, now knows the hardships involved in buying train 
tickets and riding trains. Black-market train ticket trans- 
actions have become a headache for the public security 
sector that have not been stopped despite repeated 
attempts. 


China’s rail transport industry has grown rapidly in the 
over four decades since the founding of the PRC, with 
rail-operation mileage at 53,565 km by 1992, up 140 
percent from 1949. Moreover, rail freight volume is up 
over 20 times, while our population has nearly tripled. 
So in contrast, railway construction remains severely 


China’s per capita rail length is now equivalent only to 
that of a cigarette, leaving Chinese railways ranking 
lower than 100th place in the world based on territorial 
area. As to running speed, the world has at least 25 
countries with trains running at a top speed of over 140 
km per hr, with running speed above 100 km per hr, 
while China has only a few lines on which trains run at a 
top speed of just 120 km per hr, with running speed 
generally at only 10-100 km per hr. 


This low volume and slow speed, in addition to our rail 
transport industry being responsible for 52 percent of 
our passenger service and 70 percent of our freight 
volume, has left our railways operating at overload 
capacity while fighting for consumption and equipment, 
with rail trunk-line transport in all-out shortage, and 
both capital and consumer goods entering and leaving 
east, south, southwest, northwest, and northeast China 
piled up like mountains. Sichuan Province, commonly 
known as a land of plenty, has not even one multiple- 
track line, leaving Governor Xiao Yang [5135 4441] to 
sigh about Sichuan’s productive forces being packed in a 
bottle. Naticnal trunk-line passenger volume is similarly 
exploding, with exceptional service shortages every 
spring. During the 1993 Spring Festival, Shanghai expe- 
rienced 8 consecutive days of passenger volume aver- 
aging 560,000 a day, Chengdu had over 50,000 passen- 
gers stuck in stations, and the surging crowds in the 
Guangzhou station broke through six arm-thick iron 
railings. 

So how are we to change our rail transport industry’s 
shortages and slowness? In recent years, everyone from 
Central Committee and State Council officials to com- 
munications and transportation experts, scholars, and 
industrialists have been paying attention to and 
exploring this question, with almost all holding that we 
need to speed up the pace of our railway construction, 
doing all that we can to build new lines and upgrade old 
ones. But what sort of new lines are we to build, and how 
are old lines to be upgraded? I interviewed many con- 
cerned figures on these details, with most holding that 
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the basic way out for China’s rail transport wep is to 
ine ie een sent, ly ere ways. 
In recent years, high-speed rail construction has gradu- 
ally found its way onto our economic-development 


agenda. 


High-speed rail refers to a railway system with speeds 
topping 200 km per hr, using special lines with no grade 
crossings and absolute running safety. It concentrates 
high technology in fields, such as pulling force, rolling 
stock, line and track structure, communications signals, 
driver command and control, driving organization, and 
operating model, having advantages, such as large trans- 
port capacity, high speed, good safety, low consumption, 
little pollution, and small area occupied, having become 
the general railway-development trend in today’s world. 


When Japan’s new east-coast trunk-line from Tokyo to 
Osaka began commercial operation in 1964 at a speed of 
210 km per hr, it was the world’s first highspeed-rail 
system. France’s high-speed train, the TGV, began oper- 
ation in 1981. Italy’s Baishi highspeed train connected 
Milan to Rome in 1988. Germany’s high-tech ICE train 
went into official operation in June 1991. Spain started 
to use a rail service system with speeds over 250 km per 
hour in 1992. Britain, Sweden, Switzerland, and the 
former Soviet Union have also built their own highspeed 
railways. And in addition to the European countries, 
others, such as the United States, South Korea, Canada, 
India, and Australia, are also planning their own 
highspeed railways. The world now has 8,000 km of 
highspeed railways, with the fastest running trains being 
France’s TGV (515 km per hr), Germany’s ICE (406 km 
per hr), and Japan’s WIN350 (350.4 km per hr). 


High-speed rail construction in all countries generally 
goes through stages, such as discussion, planning, dem- 
onstration, project-establishment, construction, and 

operation. Japan set a 7-year record for the 
whole cycle, which is generally about 10 years in other 
countries. I learned from my investigations and inter- 
views that China’s high-speed rail construction is assim- 
ilating advanced world Py enone by combining the 
discussion, planning, and demonstration stages into one, 
with a series of design and planning details now in 
systematic progress under the leadership of four commis- 
sions and one ministry (the State Planning Commission, 
the Economics and Trade Commission, the State 
Restructuring of the Economic System Commission, the 
State Science and Technology Commission, and the 
Ministry of Railways). 


To greet the return of sovereignty over Hong Kong to 
China in 1997, by providing China’s high-speed rail 
construction with a scientific experimental line, the State 
Council decided to build a high-speed railway from: 
Guangzhou to Shenzhen (with a top speed of 160 km per 
hr and a running speed of 100-120 km per hr). In March 
1990, the Ministry of Railways’ S&T Research Academy 
formed an expert taskforce to jointly tackle the key 
problems involved. Then in December 1991, the official 
foundation-laying ceremony was held at Shilonggiao 
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with, by the end of November 1993, the line’s bridge 
upgrading being basically completed, engine and car 
samples having been developed, and construction 
smoothly underway, now in the crucial stage of all-out 
rail-laying and station-upgrading on the whole line. 
Plans are for this high-speed railway to be finished and 
opened to traffic in 1994. 


On 19 April 1992, Fujian’s local railway head office 
signed a contract of intent with Japan’s Jingkawa Trust 
and Investment Group, with the two parties signing on 
15 July the cooperative-grounds agreement documents. 
This agreement provides for Sino-Japanese cooperation 
in building a new bullet-train line from Fuzhou to 
Xiamen, to be completed by no later than 1998, at which 
time bullet trains will speed between Fuzhou and 
Xiamen at 210 km per hr. While a number of factors 
have kept bilateral cooperation on this line from making 
substantive progress, leaving the bullet train still in “‘a 
sort of dream” state, concerned figures indicate that the 
Chinese Ministry of Railways and Fujian Province are 
very determined to build this highspeed railway, either 
ae a ae we ew Se ree Oo 
ty. 


In late September 1992, a high-level forum was held at 
the Jingxi Hotel in Beijing, whose theme was how to 
develop China’s highspeed railways. It was proposed at 
this conference that the development of China’s 
highspeed railways should begin with the Beijing- 
Shanghai line, and then proceed to the construction of 
the Beijing-Guangzhou and Beijing-Harbin lines. 


The Beijing-Shanghai line is China’s busiest north-south 
artery, being 1,462 km long. It runs through four eastern 
coastal provinces and the three large municipalities of 
Beijing, Tianjin, and Shanghai, connecting the two 
major economic zones of Beijing-Tianjin-Tang Shan and 
the Chang Jiang [Yangtze] Delta. Along this line, the 
population makes up 26.2 percent of China’s population, 
the GVIAO accounts for 37.9 percent of China’s, and the 
per capita national income is over twice the national 
average. While this line accounts for only 2.8 percent of 
China’s railway mileage, it is responsible for 14.3 percent 
of China’s railway passenger turnover, with a passenger- 
traffic density 5.2 times the national average, and a 
freight-volume density 3.6 times the national average. 
The experts hold that building a highspeed railway first 
between Beijing and Shanghai will be of extremely 
far-reaching significance to our whole national economic 
development. 


Long before this high-level conference, experts from the 
Ministry of Railways and concerned departments had 
done much preliminary work for the building of the 
Beijing-Shanghai highspeed railway, studying the overall 
program and plan. This conference then strengthened 
everyone’s resolve. It is understood that the Ministry of 
Railways’ Third Research Academy has completed the 
““feasibility-study report for the Beijing-Shanghai 
highspeed railway,” which holds that highspeed trains on 
this line will travel at 250-300 km per hr using highspeed 
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engines and cars, with the key equipment being pur- 
chased abroad. The whole 1,400-plus km line will be 
elevated and closed, and gradually developed into sepa- 
rate passenger and freight lines. Once the Beijing- 
Shanghai railway is finished, its annual passenger and 
freight volume will reach 100 million trips and 100 
million tons respectively, shortening the travel time 
from Beijing to Shanghai from 17 to 6-7 hours, to make 
it possible to “set out in the morning and arrive by 
evening,” not to speak of its impact on national eco- 
nomic development and efficiency. 


As to the investment, projecting price changes, the 
overall investment will reach 30 billion RMB. The 


experts hold that the Ministry of Railways should be the 
major investor, paying 6-7 percent of the 3 billion yuan 
a year over the 10-year plan. Then, construction funds 
raised every year for the Beijing-Shanghai railway could 
amount to 15-20 billion yuan. This would ensure the 
funding. And provinces and municipalities along the line 
could also invest through shares, or use land for share- 
investment, to take part in the building of the highspeed 
railway in line with national preferential policy. 

As to ticket prices, Beijing-Shanghai highspeed-rail pas- 
sengers could pay two-thirds the price of CAAC airline 
ticket prices for the same distance. This would meet the 
terms for repaying the capital with interest, in addition 
to the possible sale of stocks and bonds, the use of 
foreign loans, and even the attraction of overseas tech- 
nology and equipment for joint-venture shareholding. 


The construction of the Beijing-Shanghai highspeed 
railway will promote tourism, industrial and commer- 
cial, and real estate development along the line, which 
will have a great impact on eastern China over the next 
decade. 


Concerned figures and certain experts and academics 
have appealed to the policymaking sector to make a 
resolute decision as quickly as possible after detailed 
examination and approval of the feasibility report and 
further demonstration, so that the Beijing-Shanghai 
highspeed railway can be established as a project and put 
under construction as soon as possible. 


Certain figures hold that if it is pushed hard, it will be 
entirely possible for construction to start on the Beijing- 
Shanghai highspeed railway in one to four years, with 
construction to be completed in about a decade, by 
which time, China’s rail transport industry will have 
pioneered a new age. 


AGRICULTURE 


Analysis of Jiangxi Rural Labor 
94CE0287A Beijing NONGMIN RIBAO in Chinese 
14 Jan 94 pp I, 4 


[Article by reporter Li Dongchu (2621 2639 0443): “The 
Third Assault—Analysis of Flow of Rural Labor Force 
From Jiangxi to Different Regions”’} 
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[Text] On the issue of the so-called “migrant upsurge” 
which has shocked the whole society in recent years, this 
article conducts a penetrating analysis in close connec- 
tion with the actual situation in Jiangxi and in the light 
of the realization of national industrialization, rural 
urbanization and agricultural modernization. What the 
article says is reasonable. It is worthy of reading. The 
so-called “migrant upsurge” is often used from the city 
dwellers’s point of view. From rural dwellers’s point of 
view, it is a shift of surplus manpower in a form of rural 
labor export. This is precisely a major problem that we 
must solve in carrying out rural reform and develop- 
ment. After the Spring Festival, a new so-called “migrant 
upsurge”; that is, an upsurge of rural labor export for the 
new year will soon arrive. In what way can we correctly 
understand and deal with this major event? How can we 
guide it to meet the requirements of the socialist market 
economy? How can we handle this major event well? 


If it is said that the rural household contract responsi- 
bility system with remuneration linked to output is the 
first assault and that the vigorous development of rural 
enterprises the second assault, then the so-called 
“migrant upsurge” is precisely the third assault to 
China’s ossified outmoded system of planned economy 
in the past. This tide for reform and opening up and for 
development and prosperity is another creation and 
contribution made by peasants to China’s great reform 
program. The current tide of civilian workers is gaining 
momentum year after year. It involves more and more 
people and covers an increasingly wider area. In addi- 
tion, with the vigorous development of China’s national 
industrialization, rural urbanization and agricultural 
modernization, the so-called “migrant upsurge” will 
further expand. Some people say that the nation-wide 
“migrant upsurge” involves 50 to 60 million people, 
while others say 70 to 80 million people. According to a 
sampling survey conducted by the Jiangxi Rural Survey 
Team in more than 2,000 rural villages in over 30 
counties in the province, the number of Jiangxi peasants 
who work either seasonally or all the year round in other 
provinces reached 1.588 million in September 1992, 
marking an increase of 85 percent as compared with that 
at the end of 1991. This number rose to 2.13 million 
during the same period in 1993, accounting for 15 
percent of the total rural labor force in the province and 

an increase of 34.2 percent over the same 


registering 
period in 1992. 


Naturally that fact that Jiangxi’s rapidly increasing 
export of labor to other provinces is neither accidental 
nor man-made. Its emergence and development are 
inevitable in the course of carrying out reform and 
promoting rural economic development in China. It is 
an important sign reflecting peasants’ emancipation of 
their thought and demonstrating social progress. It has 
its social roots and intrinsic requirements. The following 
natural and strong “forces” are fostering this trend. 


1. Pressure. Jiangxi has 34 million mu of arable land and 
a rural labor force of 14.28 million people. If a calcula- 
tion is made on the basis of the fact that each peasant 
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handles five mu of farmland, the province only needs 
6.83 million peasants for its rural areas. It would have a 
labor surplus of 7.45 million people. This has created a 
high pressure on the countryside. “Where should the 
people go?” Many good arrangements for the use of rural 
labor force have been made such as the comprehensive 
utilization of agricultural resources, the development of 
“three-high” agriculture, the establishment of village and 
township enterprises and the building of small cities and 
towns. However, peasants have also noticed that the 
supply of labor falls short of demand in special economic 
zones and the coastal developed areas. These are the 
places where the surplus labor force in Jiangxi’s old 
liberated areas and less developed districts can be fully 
utilized. 


2. Pulling force. Since the implementation of the house- 
hold contract responsibility system with remuneration 
linked to output in the rural areas, peasants have con- 
sciously and unconsciously applied the law of value, and 
begun to “do whatever is money-making.” If one goes 
out to work outside of Jiangxi, one can make 2,000 to 
3,000 yuan per year. If one stays at home and carry out 
farming, he can only make several hundred yuan a year. 
Realizing the huge difference and the high remuneration, 
how can the poverty-stricken peasants remain indif- 
ferent? The instinct to shake off poverty and become 
well-to-to and the kind of natural movement that “water 
tends to flow to the lowland and people tend to seek 
improvements at all times” makes peasants feel uneasy. 
They will not resign themselves to being confined to the 
pieces of land where they have worked hard for genera- 
tions. They demand to leave the farmland and their 
hometown, move to somewhere else and look for other 
jobs. As a result, peasants have tried one thousand and 
one ways, overcome all kinds of difficulties, endured 
untold hardships, crossed ten thousand crags and tor- 
rents and accepted jobs that no one else wants to become 
“ordinary workers.” 


3. Temptation. First of all, those who left their home- 
town send a great deal of money home. Girls who used to 
live in the hills have become modern “young ladies.” 
They spend money freely, and often talk about the 
“beautiful world outside.” They have repeatedly awak- 
ened those who live in the hilly districts and often dream 
about becoming rich; and induced them to make deci- 
sion to go out and see the world. Those who live in the 
hilly districts no longer mechanically sing that “eating 
brown rice and burning charcoal, I am as happy as a 
fairy.” They spread the news to hundreds of people. 
With the old guiding the new, their relatives calling other 
relatives, neighbors notifying other neighbors and 
friends helping other friends, they leave their farms and 
mountain villages in groups for Guangdong, Fujian, 
Jiangsu, Zhejiang, Shanghai or Beijing. The quiet old 
liberated area in Jiangxi is now seething with excitement. 


4. Thrust. As a matter of fact, agriculture has been 
neglected in many localities. The comparative advantage 
of grain crops and cotton is small, thus increasing the 
thrust to the peasants to leave their farmland. 
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5. Force of guidance. The macro-climate in carrying out 
reform and the relaxed external environment have cre- 
ated fine conditions for the export of the labor forces. In 
the past, peasants were not allowed to “leave their land 
and hometc wn.” Right now, peasants may go south or 
north to see the outside world by using their identifica- 
tion cards. In this connection, the government does not 
“conduct check-ups in villages and townships and sub- 
ject those who seek to leave the countryside to the 
approval of the county authorities.” It actually provides 
peasants who want to leave with information, training, 
services and protection. If it is said that the objective 
conditions provided by the reform program turns the 
export of the labor force into a possibility, then the 
enthusiastic support, guidance and services provided by 
the government have turned this possibility into a 
reality. 


People’s views on the “migrant upsurge” are similar to 
their views on the rural household contract responsibility 
system with remuneration linked to output and on the 
vigorous development of village and township enter- 
prises. At the very beginning, people do not know much 
about it. Some people praised it, while others denounced 
it. Originally the term “migrant upsurge” was journalist 
language. It seems to be a derogatory term which peasants 
dislike. Right now, peasants are asking for a correct term 
for their activities to go to different districts. Experts 
believe that China’s reform begins from the countryside. 
Peasants have created the household contract responsi- 
bility system with remuneration linked to output and 
developed the village and township enterprises. Right 
after that China’s reform was extended from the rural 
areas to the cities, and attracted worldwide attention. 
Currently, peasants have once again brought about the 
flow of rural labor force to other districts. This is another 
great pioneering undertaking made by peasants after they 
had attained their right to carry out and manage their 
production on their own. This is something inevitable in 
the course of building the socialist market economy. 
Peasants have walked out of the countryside, out of a 
closed environment to the outside world, and to the 
society to promote development and progress by tens of 
millions. This is something most gratifying to the people. 
Peasants have further emancipated their minds. They 
have fiercely assaulted the dualist social structure which 
separates the cities from the townships and the workers 
from the peasants; and shifted the large number of rural 
surplus labor force to the secondary and tertiary indus- 
tries. Meantime, they are also creating conditions for 
carrying out fairly large-scale operations in farming, 
accelerating the building of small cities and townships, 
developing village and township enterprises and realizing 
agricultural modernization. 


Experts point out that people have different views on 
economic phenomena such as the “migrant upsurge.” 
This is something inevitable. However, all new-born 
things have gigantic vitality. Following the development 
of the “migrant upsurge,” people have finally become 
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more clear about the role of this tide and the profound 
historic significance. In the past, some people called this 
trend a “blind flow.” They even called the “migrant 
upsurge” as “blind flow of laborers” and regarded such 
blind flow of laborers as great scourge like fierce floods 
and savage beasts. They also blamed “blind flow of rural 
laborers” for disrupting the transportation and bringing 
unbearable pressure to the cities. 


When we examine an issue, we should always pay 
attention to its course, essential aspects, and the main 
trend. With regard to the “migrant upsurge,” it should be 
correctly termed as an abrupt phenomenon of a large 
number of rural labors flowing to a certain district to 
seek employment without obtaining accurate informa- 
tion on job availability and going through the proper 
procedure and arrangement. Such “migrant upsurge” 
took place in Guangzhou, Wuhan and other localities. As 
for the “blind flow of rural laborers,” they only hap- 
pened in some areas, and they should be considered as 
individual cases. We cannot generalize the eutire situa- 
tion by citing some individual examples. Nor should we 
brand everything as bad. The flow of population was 
nothing new since ancient times. Market economy itself 
is “an invisible hand.” It will not call itself market 
economy if there is no risk at all. China’s railways are 
always quite overloaded. The traveling of a large number 
peasants by railway during the Spring Festival naturally 
gives the railway department additional pressure. The 
excessive number of travellers often cause disasters in 
some localities. However, under no circumstances 
should we totally negate the “migrant upsurge,” and shift 
all responsibilities to our peasant brothers and sisters. 
Nor should we attribute all the problems in public 
security in the cities to the “migrant upsurge.” 


The existing problem right now is not mainly on the export 
of labor itself but on the fact that the relative conditions 
for social management still fails to keep pace with the 
vigorously developing situation. We will be able to offset 
the negative effect of the “migrant upsurge,” so long as we 
carry out our work conscientiously, deepen the reform and 
achieve our goal in “orderly exporting the labor force, 
controlling the import of labor, providing good services to 
the flowing labor force, working out measures to make 
readjustments and handle emergency cases.” 


At the very beginning, the Jiangxi Provincial CPC Com- 
mittee and the provincial government have paid great 
attention to the export of labor. They have carried out 
their work in this connection actively and on their own 
initiative. As early as in 1987, Governor Wu Guanzheng 
had already said that on the basis of the rapid economic 
development in the coastal areas, Jiangxi must imple- 
ment the policy of “supporting the export of labor, 
working out follow-ups and replacing those who have 
left.” He called for efforts to keep the doors of Jiangxi's 
mountain villages wide open and vigorously organize 
those who wish to leave to go to the coastal areas. The 
offices under the administration of the provincial gov- 
ernment set up in Guangzhou, Shenzhen, Amoy, 
Shanghai and Beijing regard the export of labor from 
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Jiangxi as a major item in their work. The party and 
government departments in various localities in the 
province have consciously regarded the export of labor 
as another task in support of rural economy after the 
vigorous development of village and township enter- 
prises. Work stations to help labor export have been set 
up in various prefectures, cities, counties and townships 
in Ganzhou, Jian, Shangrao, and Fuzhou where there is 
a larger number of surplus labor. There are departments 
and people specially assigned to provide guidance and to 
serve, help, protect and help those who seek to leave the 
province. Some localities have also made follow-ups to 
truly help millions of peasants who wish to leave the 
province to work in other provinces and to solve their 


problems. 


As for the labor markets operated by nongovernment 
organizations, various localities have adhered to the 
principle of not trying to interfere with them, drive them 
out of business or making things difficult for them. They 
allow, encourage, and help them adopt all types of forms 
and measures to export labor. In order to alleviate the 
pressure on the railway transportation imposed by such 
“migration upsurge,” Jiangxi has made full use of its 
geographical superiority to facilitate the flow of labor out 
of the province. Many localities have sent out buses to 
Guangzhou, Shenzhen and Shanghai for use by workers 
from Jiangxi, winning wide acclaim from the large 
number of civilian workers and the railroad department. 
During this year’s Spring Festival, the Jiangxi provincial 
governinent made special arrangements and called on 
various prefectures (cities) and counties to take initiative 
to make things easy for workers out of Jiangxi to return 
their hometown in the province to spend their Spring 
Festival. It urged them to dispatch persons or send out 
buses to places where most of workers from Jiangxi are 
working to help them come back and return. A provin- 
cial-level leading comrade said that we will be able to 
help our rural labor flow smoothly to various districts in 
good order; promote what is beneficial and abolish what 
is harmful; and steadily and healthily develop this trend, 
so long as we have the government guidance and market 
demands, keep traffic open between cities and the coun- 
tryside, adopt various measures to help the flow of rural 
labor, provide good socialized services and improve the 
legal system in this connection. 


Survey of Shanxi Peasant Burdens 


94CE0287B Beijing NONGMIN RIBAO in Chinese 
16 Dec 93 p 4 


[Article by reporter Liu Junxiang (0491 0689 4382): 
“Survey of Situation in Shanxi Province To Reduce 
Peasant Burdens] 


[Text] Not long ago, our reporter accompanied the 
law-enforcement and inspection team of the State 
Council on peasants’ burdens to go to Shanxi Province to 
check how the government policy on reducing peasants’s 
burdens is being implemented. Since the beginning of 
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this year, especially since the announcement of the joint 
emergency circular by the two general offices on 19 
March, the Shanxi Provincial CPC Committee and the 
provincial government have explicitly abolished, cor- 
rected, annulled and prohibited those documents, fee- 
collecting measures and erroneous practices which run 
counter to the provisions of the “Regulations” 
announced by the State Council. The State Council’s 
policy on peasants’ burdens (which should not exceed 5 
percent of their per capita net income) is being basically 
implemented in Shanxi. According to an estimate, peas- 
ants’ burdens were reduced by 261.739 million yuan this 
year and their per capita burden dropped by 11.69 yuan, 
representing 2.18 percent of their per capita net income 
in 1992. Measures have also been taken to reduce 
peasants’ burdens in the 435 funding programs for the 
1992 fiscal year, which had exceeded the 5 percent limit 
as specified by the State Council, accounting for 64.7 
percent of the total amount to be reduced and amounting 
to 75.154 million yuan. 


Burdens Hurt Peasants’ Feelings 


Are peasants’ financial burdens in Shanxi Province 
heavy? To what extent do peasants suffer from such 
burdens? 


According to the 1992 annual statistic report on peas- 
ants’ burdens, there were four prefectures and cities, 42 
counties and 672 villages and townships where taxes 
and charges levied on peasants on a per capita basis 
exceeded the 5 percent limit specified by the “regula- 
tions.” Those villages and townships where peasants’ 
burdens exceeded the 5 percent limit were mainly in 
the farming areas in the grain-producing farming areas 
and remote mountainous districts in Xinzhou, 
Luliang, Jinzhong, Linfen, Yuncheng, Yanbei and 
Changzhi. The number of villages and townships in the 
Xinzhou Prefecture, where peasants’ burdens exceeded 
the limit accounts for 72 percent of the total number of 
villages and townships in the prefecture. According to 
surveys conducted in various localities, there are more 
than 100 different funding programs in most of the 
prefectures and cities. A survey in 51 townships and 
171 villages in Linfen prefecture shows that as many as 
123 different types of charges and fees are being levied 
on peasants by 48 different departments. Peasants in 
some localities are unable to withstand the unreason- 
able apportions and excessive charges on them. Such 
apportions and charges have also affected the relation- 
ship between the party and the masses and shaken the 
people’s confidence in the party. For example, the 
authorities in Hongzhiyi Township in Yuncheng City 
increased the agricultural tax and imposed unreason- 
able service charges on peasants. When peasants could 
not afford to pay, the authorities then organized public 
security personnel with handcuffs to collect fees and 
taxes. They had illegally assaulted peasants, and 
detained 10 peasants and students in six villages. 
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Cases Are Investigated and Handled To Win People’s 
Confidence 


The Shanxi Provincial CPC Committee and the provin- 
cial government have decided to regard their task in 
alleviating peasants’ financial burdens and tackling the 
issue of peasants’ heavy burdens as one of the two major 
tasks in rectifying the party style and building a clean 
and honest government. While organizing their staff 
members to screen all relative documents and carry out 
self-examination and correct their own errors, they have 
also investigated and handled several typical cases in 
which some authorities at the different levels have 
violated laws and discipline to increase peasants’ finan- 
cial burdens. 

An incident occurred at the end of 1992 in Shentangping 
township, Kelan County. The head of the township and 
a secretary of the township party committee, together 
with judicial and public security personnel with hand- 
cuffs and truncheons, broke into 30-odd peasants’ 
houses in Kangjiahui Village to collect fees and charges. 
They took away peasants’ television sets, sewing 
machines, bicycles, push carts, furniture and grain crops. 
The provincial, prefectural and county authorities 
jointly investigated the case and timely took disciplinary 
actions against those lawbreakers who were involved in 
the incident. The authorities also returned all the belong- 
ings taken away from peasants’ houses and apologized to 
the peasants for the wrongdoing. 


Eight peasant families including one headed by Liu 
Hailian moved into the Zhaizi Village in Zhongyang 
County several years ago. This year, the villagers com- 
mittee decided to impose another 1,000 yuan on each 
family for “moving into the village” in addition to the 
1,000 yuan it had already collected, otherwise no farm- 
land will be allocated to them to grow their grain crops. 
Peasants of these eight families appealed to the provin- 
cial authorities for help. After receiving the appeal, 
Secretary Hao Tianxi of the Zhongyang County CPC 
Committee, immediately assigned someone to look into 
this matter and solved the problem in three days. Peas- 
ants jubilantly said that the party and the government 
fully support us. We must work hard to carry out 
production in order to repay the leading comrades for 
what they did for us, they added. 


Unreasonable Charges Still Prevail 


Since the general offices of the CPC Central Committee 
and the State Council issued the “Emergency Circular on 
Realistically Reducing Peasants’ Burdens” on 19 March, 
especially after the telephone conference sponsored by 
the State Council on the work of alleviating peasants’ 
burdens, the Shanxi Provincial CPC Committee and the 
provincial government have paid even greater attention 
to reducing peasants’ financial burdens. Besides abol- 
ishing the “three advocation’s and five consolidation’s”’, 
they have stopped implementing all documents and 
regulations on collecting fees from peasants. Later, they 
screened all documents from the top level to the bottom 








JPRS-CAR-94-020 
30 March 1994 


level, while carefully examining all funding programs 
from the lower level to the level in various 
localities. According to statistics, 2,977 documents and 
3,378 funding programs concerning peasants’ financial 
burdens were screened, and a total of 449 erroneous 
practices which violated the “regulations” of the State 
Council were prohibited. 


When all documents on peasants’ burdens were carefully 


State Council were prohibited. Normally no one should 
dare to impose any unreasonable charge on peasants. 
However, this was not true. Even in August 1993, there 
remained some departments and townships which still 
seriously violated the guideline laid down by the “Emer- 
gency Circular” of the two general offices. They defied 
the orders and the prohibitions, and continued to collect 
unreasonable fees from peasants. Our reporter cited the 
following examples during his tour: 


From May to September 1993, the Bureau of Electric 
Power, the Bureau of Land and the Bureau of Farm 
Machinery in Pianguan County continued to collect 
electric power maintenance fee, land registration fee and 
farm machinery administration fee at the township level. 


From April to July, 11 departments in Yangcheng 
County including the Bureau of Land, the Bureau of 
Farm Machinery, the Bureau of Electric Power and the 
Bureau of Communications still illegally collected fees of 
28 types from peasants totaling 2.43 million yuan. 
Twenty of the 25 townships in Yangcheng County con- 
tinued to illegally levy fees on peasants. The number of 
such Siuge Funding prageains seneies 27, totaling 2.74 
million yuan. 


The Bureau of Communications in suburban Jincheng 
City laid down a rigid rule demanding that each of the 31 
villages in the Jinmiaopu Township buy two sets of 
videotape called: “Eight Diagrams Specified by the Book 
of Changes [one of the "Six Confucian Classics*]. It 
collected 39 yuan for each set. 


From March to August, one township and six units in 
Qinshui County still violated the guideline laid down by 
the documents of the central, provincial and city author- 
ities in this connection, and continued to illegally collect 
fees from peasants for the development of collective 
economy. 


The Bureau of Civic Affairs in Lingchuan county 
demands that all young people who wish to register for 
marriage must attend a “pre-marriage class,” watch a 
videotape for the newly wed and buy a book, an audio 
cassette tape and two badges. It collected 40 yuan from 
each registrant for all this. 


After all the aforementioned problems were discov- 
ered, the Pianguan county and the various counties 
under the administration of the Jincheng county had 
seriously handled all these cases on time. Most of the 
fees collected had been returned. 
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Peasants Still Dare Not Radiantly Smile Yet 


“After paying enough to the state and retaining enough 
for the collective, what is ieft belongs to peasants 


themselves.” This is the people’s general impression on 
their income from labor after the implementation of the 
system under which production groups assume full 
responsibility for the fulfillment of production plans in 
the rural areas in 1983. In fact, this has become the basis 
on which the collective collects money from peasants. 
During our reporter’s surveying trip, many peasants 
said that there are figures based on which we make 
payments to the state, but there are no figures to show 
the exact amount of money which we need to pay to the 
collective. How much is “enough”? There is no definite 
figure. It has become a system under which we must pay 
what we are asked to pay. When our reporter mentioned 
the abolishment of the miscellaneous funding programs 
and the provision specified by the State Council that all 
the fees collected at the village and township levels 
“should not exceed 5 percent of the peasants’ net 
income,” they jubilantly said that now there is a highest 
limit and that the collective can no longer collect money 
beyond the limit. 

In order to effectively control peasants’ financial bur- 
dens and prevent these erroneous practices on peasants’ 
burdens from resurfacing, a card system on peasants’ 
financial burdens has been set up on a provincial basis. 
The “Control Card for Peasants’ Burdens” has been 
issued to 5.95 million farming households free of charge. 
When our reporter conducted his survey and called on 
peasants in Pianguan County, Pingyao County and Qin- 
shui County, he saw these cards on several occasions. 
The portion of the peasant’s total income for (budgeted) 
public accumulation at the village and township levels 
that the subject peasant must pay and the number of 
work days for community work that he or she must 
contribute for this year were clearly written out on the 
card which is often regarded as peasants’ “amulet.” 
“With this card on hand, we feel at ease. We know how 
much we should pay and how many work days of labor 
we should contribute,” said peasants. 


The party committees and the governments at various 
levels have removed the shackles on peasants so that 
peasants can take a deep breath and straighten them- 
selves. They are happy and smiling. However, they are 
still somewhat worried about the possibility to find their 
burdens once again increased after the autumn harvest 
and their hope dashed. Peasants are worried amidst their 
joy. What do the policy and law enforcing cadres at the 
county, township and village levels think about all this? - 
Not long ago, the Law Enforcement and Inspection 
Team of the State Council on Peasants’ Burdens distrib- 
uted questionnaires among village and township cadres 
in 143 counties in Shanxi Province. Among the respon- 
dents, 9.1 percent of cadres said that they would follow 
the instructions of their superiors. When our reporter 
conducted his survey in the Nanyijian Township in 
Pingyao County, a township party committee secretary 
bluntly said: “‘We will collect more fees after the autumn 
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harvest, if our expenses exceed our budget.” 

there are not many cadres who belong to this category, 
their fuzzy legal concept and unhealthy work style in 
defying orders and prohibitions cannot but make peas- 
ants feel uneasy. 


We should no longer hurt peasants’s feelings. Let us hope 
that there will be no relapse in the future. 


CASS Report on Grain System Reform, Issues 


After Grain Market Deregulation 


94CE0285A Beijing JINGJI CANKAO BAO in Chinese 
12 Jan 94 p 4 


[Article: “Facing Issues in the Wake of Grain Market 
Deregulation”) 

[Text] Editor’s Note: China’s grain problem is a major 
topic of international significance. Grain system reform 
in China’s market economy has become a hot spot to 
which economists and governme.. policy departments 
pay close attention. Thus, this newspaper is printing 
portions of the key problems research report (the full text 
of which consists of approximately 70,000 words) of the 
Rural Development Institute of the Chinese Academy of 
Social Sciences. This report was managed and written by 
the noted agricultural economist, Mr. Deng Yiming [6772 
0001 7686). It is hoped that this report will cause more 
experts and scholars to pay close attention to and further 
examine the problem of grain market reform. 


By now grain prices have been substantially deregulated 
throughout the country, and grain markets have been 
opened up. However, because of the incompletely devel- 
oped market mechanism as well as frictions between the 
new and the old systems, some new problems will 
unavoidably appear in the wake of grain market dereg- 
ulation. Only by facing these problems squarely can 
reform be further intensified. 


The Grain Price Fluctuation Problem 


Price fluctuations are unavoidable during the period of 


change from planned grain procurement and marketing 
to a market mechanism. The reasons are three: 


1) The peasant household grain self-sufficiency rate is 
high, but the commodity rate is low. | 


In China, approximately 80 percent of the population is 
engaged in agriculture, and the grain self-sufficiency rate 
is approximately 70 percent. Thus, during lean harvest 
and bumper harvest years, the decline and rise in the 
market supply of grain is greater than in a country in 
which all grain is commodity grain. 

2) The peasant household degree of self-sufficiency is 
high, but the elasticity of supply and demand is slight. 


In China, where the degree of self-sufficiency in grain 
production is fairly high, the elasticity in grain supply 
and demand is much lower than in a country where all 
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grain is commodity grain. According to price elasticity 
theory, when the supply and demand curves change 
causing a rise or fall in prices, supply and demand curve 
elasticity determines the size of the price change. In 
China, wiich has high self-sufficiency in grain produc- 
tion, once the grain market is deregulated, market price 
fluctuations are bound to intensify because of the low 
elasticity of supply and demand. 


3) The risk avoidance behavior of grain producers and 
consumers. 


Chinese peasant households farm on a very small scale, 
each household farming an average 6.4 mu. The same 
applies to the scale of products farmed. The commodity 
grain rate is low, each household supplying approxi- 
mately 600 kilograms of commodity grain a year. Storage 
capacity is very small. Peasant household reaction to 
market prices is very much the same. In bumper harvest 
years when market supply increases, grain prices fall. 
Peasant household expect prices will fall further, so they 
rush to the markets to sell off their grain. This causes a 
sudden increase in the grain supply. Supply is far greater 
than demand. This drives grain prices far down. In lean 
harvest years when market supply declines, grain prices 
rise, and peasants expect that prices will rise further. 
They hoard their grain, thereby further decreasing the 
supply of grain in the market. This drives prices up, 
intensifying market grain price fluctuations. 


In China, city and town residents are the main grain 
consumers. An overwhelming majority of them have low 
incomes, so they are unable to withstand great ups and 
downs in prices. Market deregulation, which causes a 
slight grain shortage, frequently results in panic buying, 
which causes a tremendous rise in grain prices in turn. 
When grain market prices fall, urban residents expect 
that grain prices will continue to fall. A wait-and-see 
attitude results in low market demand for grain, so the 
market price continues to fall. The foregoing features of 
grain producer and grain consumer production and 
consumption is risk avoidance behavior following the 
setting of grain prices by the market. This behavior seeks 
to reduce to the minimum both production and con- 
sumption risk. 


The Problem of Grain Price Differences 


During the period of state monopoly procurement and 
marketing, the price paid peasants for their grain was 
held down in order to industrialize rapidly, and trans- 
portation expenses were borne by the state. This per- 
mitted the maintenance of low consumer prices, which 
were in keeping with low consumer wages. Thus, 
industry made super profits. However, this dampened 
peasant interest in growing grain, thereby accentuating 
the difference between supply and demand for grain. In 
order to increase the grain supply to ameliorate the 
difference between supply and demand, the state had no 
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choice but to raise the grain procurement price tremen- 
dously during the late 1970s while keeping the con- 
sumer’s price the same. This produced a grain produc- 
tion and consumption price inversion, the shortfall made 
up by the state treasury. By 1990, the public grain 
subsidy amounted to 42 billion yuan. The treasury found 
this to be an unbearable burden, so a rise in the sale price 
of grain became imperative. As a result of two consumer 
price rises, the procurement and the market price has 
become identical. There is virtually no difference 
between the grain production and consumption price. 
The next step will be to deregulate grain markets, impel- 
ling grain producers, dealers, and consumers toward the 
market. Once grain markets have been deregulated, the 
grain production and consumption price difference is 
expected to widen. 


1. Analysis of the reasons why the grain production and 
consumption price will widen following grain market 
deregulation. 


First is system change factors. Following grain market 
deregulation, the state will abolish government subsidies 
to producers and dealers. The following formula will be 
used to handle prices between producers and consumers: 
grain producer price + grain dealer price (transportation 
and selling costs + profit) = consumer price. The iden- 
tical buying and selling price will become history. Second 
is transportation and marketing system efficiency fac- 
tors. The size of the difference between the grain pro- 
ducer and grain consumer price depends on the effi- 
ciency of the transportation and marketing system. If 
efficiency is high, the difference is small; if efficiency is 
low, the difference is great. The current state of China’s 
transportation and marketing system is as follows: 


First, more than 90 percent of the dealings in commodity 
grain in China are by state-owned grain enterprises. 
Once grain markets have been deregulated and state- 
owned grain enterprises are pushed into the markets, 
they will very likely become grain corporations of a 
monopoly character that manipulate market grain prices 
to garner super monopoly profits. This will widen the 
difference between the production and consumption 
price. Second, since the scale of production and con- 
sumption of China’s grain producers and consumers is 
small and extraordinarily scattered as well, in addition to 
which the infrastructure is antiquated and markets are 
greatly cut up, transportation and marketing system 
profits and storage losses are very great. Once grain 
markets are deregulated, bank interest rates will rise 
again. That will dramatically increase transportation and 
marketing costs, thereby leading to a widening of the 
production and consumption costs. Third, China’s road 
and communications facilities are antiquated, and mar- 
kets are very much chopped up weakening contact 
among markets. In addition, storage facilities are inade- 
quate. Storage losses are great and costs are high. This 
increases the difference between grain producer and 
consumer prices. 
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2. Detrimental effect of the widening of the difference 
between grain production and consumption prices. 


Once grain markets are deregulated and the difference 
between grain production and consumption prices 
widens to a certain point, the result will be detrimental to 
both producers and consumers, and ultimately the 
damage to people having low incomes will be greatest. 
Politically speaking, the peasants grumble about too low 
grain prices. They wish grain prices were somewhat 
higher so that their income would be somewhat greater. 
Consumers complain about grain prices being too high. 
They wish grain prices were somewhat lower so that they 
did not have to pay as much. This puts pressure on the 
government. In addition are problems such as the price 
risks of grain producing areas and needy marketing 
areas. 


Reforms in Price System 


94CE0285A Beijing JINGJI CANKAO BAO in Chinese 
12 Jan 94 p 4 


[Article: “Straightening Out the Grain Price Control 
System”’} 


[Text] Government’s macropolicy on prices powerfully 
affects the macroclimate for market reform of the grain 
system. Therefore, in the process of carrying out reforms 
whereby the market regulates the buying and selling of 
grain, corresponding changes must be made in the mac- 
roeconomic price system. Reforms must be made to 
straighten out the overall price system and grain produc- 
tion, transportation and marketing, and relations among 
microeconomic consumption systems, as well as to 
reduce frictions between the macroeconomic system and 
microeconomic systems, and to stimulate smooth 
market reform of the grain system. 


Grain Prices 


Grain prices hold a key position in the overall price 
system. They are the most important tool that the 
government can use to guide the national economy 
toward intended development goals. Once grain markets 
are deregulated, prices are determined by market supply 
and demand; hence, overall prices, including exchange 
rates, profit rates, wage rates, and tax rates should be 
decided by the market supply and demand mechanism. 
Using the market mechanism as the orientation, the 
following two things must be done to straighten out the 
relationship between the grain system and overall prices. 


1) Raise the Relative Price Level of Grain 


It is the relative price level of grain that determines the 
rate of return from peasant grain farming. This is to say 
that given a set grain price, if the prices of things need for 
grain production are low, returns from the growing of 
grain are large. Conversely, they are small. Before the 
deregulation of grain markets, the relative prices of grain 
and products other than grain were government regu- 
lated and controlled. Despite the low price that the 
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government paid for grain, prices of products other than 
grain were also relatively low, so the difference in the 
price ratio was still not too large. Following deregulation 
of the grain markets, the relative price level of grain will 
be determined by the market mechanism. Then, the 
price of grain may decline relative to the price of 
products other than grain. 


The reasons for this are, first, grain supply and demand 
elasticity is less than the elasticity of supply and demand 
for products other than grain. When market supply and 
demand determines the price of grain and products other 
than grain, the relative price of grain may Steadily 
decline. Second, the production cycle for grain is longer 
than for industrial goods, funds turn over more slowly, 
the fixed assets utilization rate is lower, and prices 
change much more slowly. Grain production is prone to 
disastrous weather conditions, diseases, and insect pest 
infestations. Sometimes a devastating natural disaster 
occurs that results in no output from all the inputs. Grain 
production technology also advances much more slowly 
than for industrial production. All these factors cause an 
increase in grain production costs. 


Third, grain prices rise more slowly than prices of 
industrial goods. This is mostly because of the numerous 
industrial production links in which products go through 
multiple processing by industrial concerns, each pro- 
cessing increasing the price. This causes a steady rise in 
prices. Grain, however, is purchased from the peasants 
for shipment to grain shops. Its original state is not 
changed. Even if it is processed, the number of pro- 
cessing steps is relatively small. Consequently, the price 
changes slowly, the relative price of grain steadily falling. 


The drop in the relative price of grain will lead to a 
steady worsening of trading conditions between industry 
and agriculture, and a steady decrease in peasant earn- 
ings. This will have an extremely adverse effect on the 
macroeconomy. Therefore, following grain market 
deregulation, decline in the relative price of grain must 
be prevented to increase the peasants’ income. 


2) Straighten Out Relationships in the Overall Price 
System 


The relative price of grain is the key element in the 
overall price system. Once the relative price of grain is 
increased, a portion of government fiscal and consumers 
income will be transferred to the grain producers. This 
will necessitate a rise in consumer wage rates for other- 
wise the standard of living of urban staff members and 
workers will fall. Hidden taxes must be made open. If the 
peasants’ unreasonable burdens can be halted, the grain 
tax rate may be correspondingly increased. 


Raise Interest Rates 


Once grain markets have been deregulated and a market 
mechanism has been largely established throughout the 
country, interest rates will have to be increased for the 
following reasons: 
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1) The need for capital will increase tremendously. Take 
grain production, for example. Ministry of Finance 
plans show expenditures for agriculture of 250 billion 
yuan by 2000. Such expenditures are needed to attain 
the goal of increasing grain output from 300 million tons 
to 520 million tons by 2000. They include an antici- 
pated expenditure of 26.7 billion yuan renminbi for 
investment each year. 


This plan calls for 60 percent of this money to come from 
peasants savings, only 10 percent being provided by the 
state. Realization of this magnificent goal will require 
raising interest rates in order to induce the peasants to 
increase savings. 

2) Low interest rates lead to banks diverting to other 
purposes credit that should be used for grain procure- 
ment. Loans are provided to urban industries or town- 
ship and town enterprises in order to earn better interest. 
This leads, in turn, to grain enterprises diverting credit 
to operate tertiary industries, to build dwellings, and to 
buy bonds. 


Establishing Grain Price Stabilization 


94CE0285A Beijing JINGJI CANKAO BAO in Chinese 
12 Jan 94 p 4 


[Article: “Found a Grain Price Stabilization System”’] 


[Text] In order to solve the problems that may occur in 
the grain system in the wake of grain market deregula- 
tion, the government will have to thoroughly reform the 
macroeconomic regulation and control system. It will 
also have to straighten out the interrelationship between 
the internal and external grain systems under the market 
mechanism to make them more in keeping with the 
market operating mechanism, thereby improving the 
operating efficiency of the internal and external systems. 


The grain market stabilization system involves the inter- 
related roles and coordination of numerous stabilization 
factors. The application of a single factor will positively 
not attain the goal of market stabilization. These stabi- 
lization factors include: a floor price, a ceiling price, 
cushioning reserves, a stabilization fund, a futures 
market, exchange rates, and grain imports and exports. 


Setting of the Floor Price 


The level at which the floor price is set affects the 
transfer of benefits among the state treasury, the peas- 
ants, consumers, and dealers. If the floor price is set too 
low, though government expenditures may be reduced, 
and though grain dealers and consumers may also 
benefit somewhat, the peasants’ interests will not be 
protected. If set too high, no benefit will accrue to grain 
dealers, consumers, and the industrial sector, and 
government expenditures will also increase. We 
believe the standard for setting the floor Price should 
be 95 percent of the average market price for the 
previous five years, this amount serving as the floor 
price for the coming year. 
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Setting of the Ceiling Price 


On the basis of the experience of developed market 
economy countries, stabilization of grain market fluctu- 
ations within 15 to 20 percent is deemed a very great 
success. How to set China’s ceiling price will depend on 
transportation and marketing system expenses and 
profits following grain market deregulation. Inasmuch as 
China’s treasury is short of funds today, setting the 
ceiling price at between 15 and 20 percent of the floor 
price will be rather difficult. Our view is a widening to 
between 20 and 25 percent. 


In addition, grain import and export prices must be 
taken into consideration in setting the ceiling and floor 
prices of grain. The floor price should not be lower than 
the grain export price, and the ceiling price should not be 
higher than the grain import price. 


Cushioning Reserves 


Cushioning reserves are an important tool in government 
grain market stabilization. In bumper harvest years when 
grain prices fall, in order to prevent a further slide in 
grain prices, the government should buy grain from the 
peasants at the previously formulated floor price to 
produce an upturn in the market grain price that protects 
the peasants interests. In lean years when grain prices rise 
above the ceiling price, the cushioning reserves may be 
used to buy grain to be dumped on the market to drive 
down market grain prices thereby protecting the con- 
sumers’ interests. The cushioning reserve entails the use 
of a loading and unloading mechanism to maintain a 
floor price and a ceiling price that stabilizes market grain 
prices. The practice of developing countries shows this to 
be a stabilization method for which an extremely high 
price must be paid. During consecutive bumper harvest 
years followed by consecutive lean harvest years, in 
particular, it becomes extremely difficult to hold down to 
the lowest level the quantity of grain in storage and costs. 
Therefore, use of the cushioning reserve to stabilize 
markets must be applied flexibly in combination with the 
grain import-export mechanism. If very ample storage 
facilities are available, grain may be imported when the 
international price is relatively low rather than when a 
shortage occurs. When the world market price rises, grain 
may be exported. This can reduce the effect internally of 
world grain market price fluctuations. In addition, the 
profits earned by importing at low prices and exporting at 
high prices can be used to pay storage costs. 


A cushioning reserve does not necessarily entail losses. If 
sufficient difference is allowed between the floor price 
and the ceiling price, and management is effective, it is 
possible to pay for its entire cost. 


Stabilization Fund 


A stabilization fund is an important means that govern- 
ment can use to stabilize grain market prices. It provides 
financial support for stabilization of the system. The two 
main means of using a stabilization fund to stabilize 
grain markets that all countries employ are as follows: 
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First is to apply it in combination with the cushioning 
reserve, and have it serve as financial support for the 
cushioning reserve. Its main function is to ensure that 
government has the funds to purchase the peasants’ grain 
at the floor price. Its other functions are to provide 
peasants loans, to import grain, and for other govern- 
ment-approved purposes. Second is the use alone of the 
stabilization fund to stabilize the market. In a bumper 
the stabilization fund is used to subsidize the peasants 
for the price difference. In a lean harvest year when grain 


state disbursement of public funds. A smaller amount 


comes from grain producer payments, and from the 
profits of grain dealers. Following deregulation of 


market demand. This produces a balancing trend 
market grain supply and demand, which 
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[Article: “Regional Specialization of Farming”’] 


[Text] We propose abandonment of the policy whereby 
“every family grows grain, every household being small 
but all inclusive,” instituting regional specialization of 
grain farming instead. 
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Necessity for Grain Region Specialization 


First of all, the principle of comparative benefits requires 
regional specialization of grain. The tremendous differ- 
ence between one region and another in the quantity and 
quality of natural and economic resources forms a basis 
for regional specialization. Places relatively rich in 
resources are better suited to the production of the 
commodities they can produce in abundance. The price 
of the commodities that they produce by using the 
resources they have in abundance is lower than in other 
regions. If the price of a commodity differs between two 
regions, a profit can be made from the development of 
regional trade. 


The specialization that stems from comparative benefit 
enables a region to produce more goods for shipment; it 
stimulates investment in and expansion of low cost indus- 
tries; and it forces high cost industries to cut back produc- 
tion, thereby strengthening regional specialization. 


Second, the multiple value effect of regional grain spe- 
cialization is increased. Regional growth that is based on 
regional specialization and for which trade between 
regions serves as a vanguard means that shipment of 
specialized commodities promotes other industrial sec- 
tors. Grain area specialization that increases grain ship- 
ments can increase demand for commodities such as 
chemical fertilizer, electric power, farm machinery, agri- 
cultural pesticides, plastic sheeting, and diesel fuel. This 
role is termed a follow-on relationship. The development 
of grain specialization can also promote the develop- 
ment of grain processing industries. This role is termed a 
precursor relationship. 


Third, grain region specialization helps increase the 
grain labor productivity rate. Grain crops are living 
plants whose biology must be matched to a proper living 
environment if they are to produce commodities of good 
quality in large amounts. Growing grain crops in areas 
that lend themselves to production and from which 
economic returns are high enables laborers to accumu- 
late production experience and helps improve special- 
ized skills; thus, regional specialization means relatively 
high labor productivity rates. 


Fourth, grain region specialization can impel the peas- 
ants toward a market economy. In China, more than 80 
percent of the population are peasants who produce 
grain largely for themselves. The amount of commodity 
grain produced for consumption by the remaining 20 
percent of the population in cities and towns is extremely 
limited. Grain region specialization demolishes the 
existing self-sufficiency economy in which “every family 
grows grain, every household being small but complete.” 
When specialized farming of grain is concentrated in 
certain areas, the marketing areas that formerly pro- 
duced grain to supply their own needs withdrawing from 
grain production, the grain marketing area has to use its 
own cash crops or industrial goods in exchange for grain 
from producing areas. Regional specialization of grain 
increases the amount of demand for commodity grain; it 
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opens rural markets for grain. Even when grain prices 
fall, sales increase. The multiplied sales may very likely 
be greater than the former total income. In discussing the 
regional specialization of grain, we emphasize the com- 
parative advantage principle, but from the standpoint of 
the growing of grain in specialized areas and peasants 
obtaining maximum income, the diversification prin- 
ciple is also extremely important. Since grain crops are 
highly seasonal, three problems unavoidably arise. 


One is that if nothing is done but farm grain, during the 
winter season there is no work to do. The work force 
and the means of production are idle. Second, income 
distribution is uneven during the year. Third, the time 
between planting and harvesting of grain crops is inor- 
dinately long. The crops may sustain a natural disaster, 
which damages the peasants’ income. Grain farming 
alone carries very great risks, so objectively diversifica- 
tion is needed. Grain crops and other agricultural 
sectors are interdependent and promote each other's 
development. The development of one can spur the 
development of all the others. Damage to one means all 
the others are limited. Only diversification can bring 
the greatest returns. 


Grain Region Policy 


In view of the comparative benefit principle, we believe 
that grain production should be developed in grain 
producing areas and in needy marketing areas by insti- 
tuting specialized farming. The state treasury and finan- 
cial policy should tilt a great deal toward these two areas 
so that the income peasants receive from the growing of 
grain in these two areas is no lower than income from 
other than agriculture. The state should ensure that grain 
prices in these two areas cover costs plus the average 
profit rate in society, commodity grain for the whole 
country being mostly provided by grain producing areas, 
needy marketing areas striving to attain self-sufficiency. 


Grain Shipping and Marketing System Decisions 


Following grain market deregulation, the grain shipping 
and marketing system functions should be performed 
entirely by the market, all grain procurement, marketing, 
shipment, and storage being carried out through the 
market. Market prices should be set on the basis of 
market supply and demand. 


Decisions About Grain Shipping and Marketing System 


The ultimate goal of the grain shipping and marketing 
system is to narrow the market price difference between 
grain producers and consumers, permitting both grain 
producers and consumers a relatively satisfactory price. 
Narrowing of the production and marketing price gap 
requires lowering of shipping and marketing costs first of 
all. Second, it requires improvement of shipping and 
marketing efficiency as well as the elimination of 
monopoly to enable the greatest market contact with 





JPRS-CAR-94-020 
30 March 1994 


traders, but not on too large a scale so that their decisions 
do not manipulate market prices. 


Microeconomic Decisions of Shipping and Marketing 
System Enterprises 


In the provinces and cities that have already deregulated 
their grain markets, grain retailing enterprises work 

markets: Government subsidies have either 
been abolished or will be abolished within three years, 
and the wages of staff members and workers will be 
uncoupled from state wages within a limited period, 
thereby making grain retailing enterprises truly respon- 
sible for their own profits and losses, for developing 
themselves, and for limiting themselves. Thus, all enter- 
prises in the shipping and marketing system are facing a 
market competition environment. They no longer per- 
form the task of stabilizing market prices, this task being 
borne by the state-financed stabilization system, i.e., it is 
borne by the State Reserve Bureau system. This is not to 
say that the two systems have no relations with each 
other. In a market economy, the two systems are inter- 
dependent and mutually restricting. 


In a true market economy, the profit that shipping and 
marketing businesses make is the difference in the price 
paid to the producer and the price paid by the consumer. 
If they buy grain when prices are low during the grain 
harvest period, store it, then sell it in a non-harvest 
period when grain prices have risen, they earn a seasonal 
price differential. They may also make a profit on 
arbitraging the grain market price differential in dif- 
ferent areas. However, if most grain traders arbitrage, 
the price differential between one area and another tends 
to disappear. The difference between the price paid the 
producer and the price obtained from the consumer 
includes not only the seasonal price difference, but also 
the additional price of shipping and processing. This 
means that each time the grain passes through a shipping 
or marketing link, an additional price is added to the 
price paid the producer. 


1. Shipping and Marketing System Storage Decisions 


Grain production is strongly seasonal. If the off season 
price is very much higher than the harvest season market 
price, the retailer can buy it at a low price during the 
harvest season, store it, and sell it at a much higher price 
during the non-harvest season. Grain dealers have to 
contend with the market climate. Just how much grain 
they buy to store has to do with the following year 
market price forecast as well as whether bank interest 
rates will rise. It has to do with the four way division of 
profits among the state, grain dealers, producers, and 
consumers. 


2. Grain Dealing Enterprises Arbitrage Decisions 


Once the grain market is deregulated, the unevenness of 
grain supplies in different areas will mean a substantial 
difference in market prices between one area and 
another. 
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In a market economy, grain dealers have information 
showing that grain prices are lower in one market than in 
another. They buy grain from the low price market and 
ship it to the high price market where they sell it for a 
profit. If many market dealers are doing the same thing, 
the prices in different markets tend to even out, the price 
differential disappearing. This is because supplies in the 
low price markets decline causing a rise in prices, while 
supplies in high price markets rise causing a decline in 
prices. Thus markets in different places are linked 
together by their arbitrage decisions of traders with the 
result that price differences between markets reflect only 
normal shipping and marketing costs. 


How Government Intervenes in the Shipping and 
Marketing System 


Since shipping and marketing are replete with numerous 
external factors such as an extreme grain shortage in 
multiple natural disaster years, market regulation will 
result in a tremendous rise in grain prices, which con- 
sumers will fine hard to bear. Likewise in exceptional 
bumper harvest years, grain prices will fall tremendously 
occasioning enormous losses for the peasants. The exist- 
ence of these external factors means that market laws no 
longer apply. In addition, highly efficient transportation 
and marketing systems require highly efficient commu- 
nications, transportation, and storage facilities. They 
require that all contract regulations and statutes be 
carried out, and they require credit for storage and 
processing, and the provision of market information for 
all market participants... These can be built only with 
government investment. Therefore, modernization of 
the grain shipping and marketing system requires 
improved efficiency. Government must intervene to the 
proper extent. 


The goal of government intervention in the shipping 
and marketing system is to narrow the difference 
between the price paid to producers and the price 
charged consumers. The size of the difference in this 
price depends on the shipping and marketing system’s 
actual costs and the efficiency of the services that the 
shipping and marketing system provides the market. If 
costs are high, government can increase investment to 
lower shipping and marketing costs. For example, it 
may lower state-owned granary rent, or it may issue low 
interest loans to the shipping and marketing system. It 
may also provide special shipping price subsidies for 
railroad and highway grain shipments. If shipping and 
marketing system efficiency is low, the government 
should improve market competition conditions to con- 
ditions for all market participants to enter the market, 
or provide better information. However, for govern- 
ment intervention to be beneficial, skill in intervention 
must be emphasized. While enlivening the macroecon- 
omy, a good job of macroeconomic management and 
coordination must be done. 
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Grain Production Decisionmaking 
94CE0285A Beijing JINGJI CANKAO BAO in Chinese 
12 Jan 94 p 4 


(Article: “Grain Production System Decision Making”] 


ioneering model period ran from 1949 through 
1957 during which the grain growing area and yields per 
mu increased in China to contribute 50 percent of total 


output. 


2. The fertility maintenance model period began during 
the end of the 1950s. During this stage, China’s culti- 
vated land area and grain growing area gradually 
declined. The only way to increase grain output was to 
increase per unit of area yields. Consequently, mainte- 
nance and improvement of soil fertility became a more 
important part of the daily agenda. During the 1960s and 
1970s, large scale building of water conservancy projects, 
leveling of fields, and increasing the soil’s organic con- 
tent were employed to maintain soil fertility and 
improve the soil’s ability to produce grain. Thus, during 
the 1960 and the 1970s fertility maintenance model was 
the main model used to increase grain output. 
3. The innovation guidance modei period. With the 
advent of the 1980s, the “innovation guidance” model 
was consciously or unconsciously sele:'«< as a means of 
, wrcer and rent 
technological as an innova- 
tive way to save the land’s biochem ; When man- 
power became scarce and wages rose, technological 
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progress appeared as an innovative way to save mechan- 
ical equipment used for work. 

Land is extremely scarce in China, and the amount is 
decreasing by more than 4 million mu each year. Fol- 
lowing institution of the output-related contract respon- 
sibility system, the role of intensive farming as a means 
of increasing yields approached its extreme limit. 
Without innovations in agricultural production tech- 
nology to increase material inputs, further increase in 
grain production would be impossible. 

After entering the 1990's, the sole choice for further 
increases in grain output was to increase material and 
technology inputs. Biochemical innovations were need 
to eae ing igenaas tn chact eapgty wan the ocle ony 
to increase grain output. This was a macroguidance 
principle that the government had to bear firmly in mind 
at all times in the development of grain production. The 
underlying implications of his principle is the need to 
increase relative returns from the growing of grain to 
increase peasant income, thereby enabling the peasants 
to afford new commodity inputs. 


Grain Production Microdecisions 
The climate in which peasants made grain 


ital that peasant households of different size with dif- 
ferent amounts of money may use to produce a certain 


peasant households mostly consider factors such as the 
price of manpower and capital. 


3. Input-output decisions. Following deregulation of 
grain markets, when grain will have to be sold through 
markets, peasants will have to use the price of inputs and 
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the price of outputs, and the amount of inputs and the 
amount of output to figure the amount of their gain in 
order to maximize profits. 


Grain Consumption System Decisions 
The grain consumption system is the final link in the 


operate as it will, and since attainment of the goal of 
equitable distribution throughout society is impossible, 
government must intervene in consumption, and this 
gives rise, in turn, to macroeconomic decision problems. 


Macrodecisions About Grain Consumption 


Macrodecisions about grain consumption rely on an 
analysis of grain consumption trends. The history of 
grain consumption in China and other countries shows 
ihe ihibeate tovesdh Giiede ts Gals cumemention. 
1. The amount of direct consumption per capita tends to 
decline while the amount of indirect grain consumption 
tends to rise, and total grain consumption tends to rise. 
The direct causes of total grain consumption increase are 
total population increase and a rise in per capita income. 
2. As per capita income rises, the demand for grain 
changes from quantity to quality. Thus, per capita 
income increase may cause uneven increase in grain 
demand. This unevenness is manifested largely in a 
premium quality grain demand income elasticity that is 
greater than for low quality grain, and an income elas- 
ticity for premium quality grain demand that is greater 
in rural villages than in cities. This means that when city 
and rural per capita income increases at the same rate, 
rural demand for premium quality grain is greater than 
in Cities. 
3. More and more grain is processed into food. The 
percentage of consumption of whole grain decreases 
steadily in both city and countryside families while the 
percentage of processed grain consumed rises steadily. 
This trend may be seen from the increase in output value 
of China’s grain processing industries. 


Given the above trends in grain consumption, what 
macrodecisions should the government make? First, in 
view of the steady increase in g:ain consumption as per 
Capita income increases, since it is a general rule that 
consumption is greatest when income is moderate, and 
since China has now entered the ranks of nations having 
a moderate income, grain consumption in China is now 
at the peak period. Therefore, the state should increase 
investment in grain production, increase the price of 
grain relatively, and do all possible to increase peasant 
income to enable peasants to buy commodity-type goods 
for investment in order to increase grain production 
tremendously so that the increase in grain supply can 
satisfy the increase in demand. Second is increase in high 
income elasticity food production. Since rural demand 
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for premium grain increases as per capita income 
increases, production of these high income elasticity 
foods should be increased. Otherwise a tremendous gap 
between supply and demand will be created. This is 
already a very serious problem. The supply of premium 
quality rice cannot meet demand, but early indica rice is 
in great oversupply. Production of high income elasticity 
premium rice or animal foods requires greater resources 
inputs. For example, more irrigation water and more 


stantial quality price differential to encourage the peas- 
ants to grow premium quality grain. Third, since grain 
demand income elasticity is greater in rural villages than 


in rural and needy areas would lower the grain demand 
income elasticity of rural village and needy area popula- 
tions. This would be more effective than simply consid- 
ering income increase measures. Fourth, subsidies for 
specific purposes should be given low income people. 


Microdecisions About Grain Consumption 


The deregulation of grain markets has increased con- 
sumers’ opportunities to make free choices. However, 
these choices are affected not only by the consumers’ 
income level and prices, but by individual preferences 
as well. 

1. Consumer decisions when grain prices rise. 


Following grain market deregulation, the overall price 
level of grain may rise. Consumers will then readjust the 


mix of their commodity purchases on the basis of their 
income and individual preferences. 


2. Consumer decisions after income increase. When 
consumer income increases, at a fairly low income level, 
the amount of grain purchased increases very rapidly. At 
a fairly high income level, however, the increase becomes 
slower and slower. This reflects an increasingly smaller 
percent of income spent on grain as family income 
increases. This is consistent with the laws of Engels and 
Bennett. 


Heilongjiang Grain Stocks 
94CE03441 Harbin HEILONGJIANG RIBAO 
in Chinese 1 Feb 94 p 1 


[Summary] At present Heilongjiang Province has 7 billion 
kilograms of grain in storage. 


Jiangxi Improves Livestock Industry 
94CE0344J Nanchang JIANGXI RIBAO in Chinese 
14 Feb 94 p 1 


{Summary] At the end of 1993, Jiangxi Province had 
removed 17 million hogs from stock, a 12 percent 
increase over 1992. Jiangxi has 161,000 households 
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specializing in raising livestock, accounting for 2.4 per- 
cent of rural households. In 19°3 the output value of the 
livestock industry was 10.2 billion yuan, accounting for 
30 percent of the gross value of agricultural output. In 
1993 gross output of meat in Jiangxi was 1,610,000 tons, 
o—_ 253,000 tons, milk output 29,000 tons, and 

was raised to 40.6 kilograms, 6.4 


ta consumption 
Eteseame, and 0.73 Ulleqeams seapestively. 


Jilin Corn Export Plan for 1994 


94CE0344U Changchun JILIN RIBAO in Chinese 
31 Jan 94 p 1 


[Summary] In 1994 the corn export plan for Jilin Prov- 
ince is 4,845,000 tons, of which national exports are 
3,700,000 tons, barter trade 495,000 tons, and special 
reserves 650,000 tons. 


Military Grain Supply System To Change 
94CE03440 Beijing JINGJI RIBAO in Chinese 
5 Mar 94 p 1 


[Summary] Beginning in April 1994, China will reform 
the military grain supply system, and change the current 
system of purchasing grain for the military at the state- 
set price. After purchasing the grain at the negotiated 
price, grain will be supplied to the military at a stipulated 
price. Central and provincial financial departments will 
share the price difference for military grain supplies. 
Finances for military grain will be managed by the 
provincial-level financial department. Grain depart- 
ments will be responsible for purchasing grain for the 
military, and ensuring its supply. 


Liaoning 1993 Farmer Income 


94CE0344K Shenyang LIAONING RIBAO in Chinese 
I Mar 94 p 1 


[Summary] In 1993 per capita net income of farmers in 
Liaoning Province was 1161 yuan, a 4.1 percent increase 
over 1992 after deducting for inflation. 


Anhui Seed Area 


94CE0344P Hefei ANHUI RIBAO in Chinese 
14 Feb 94 p6 


[Summary] At present the seed area for improved crop 
varieties in Anhui Province is 1 million mu, and seed 
output is 180 million kilograms. Anhui is now basically 
self-sufficient in hybrid seeds. 


Zhejiang Increases Grain Procurement Prices 


94CE0344R Beijing ZHONGGUO XINXI BAO 
in Chinese 2 Feb 94 p 1 


[Summary] In 1994 in addition to the contract procure- 
ment grain price, the standard for the added price will 
increase from 3.74 yuan per 50 kilograms in 1993 to 


about 7 yuan. The guaranteed price for early rice con- 
tract t will increase a few yuan over the 


procuremen 
24.60 yuan per 50 kilograms in 1993. 


Shandong, Liaoning Wheat Area 


Shandong Wheat Area 
94CE0344L Jinan DAZHONG RIBAO in Chinese 
4 Feb 94 pl 


[Summary] At present the wheat area in 
Province is 70.5 million mu, a decline of over 1.3 million 
mu from 1993. 


Liaoning Wheat Area 


94CE0344Q Shenyang LIAONING RIBAO in Chinese 
12 Mar 94 p 1 


{Summary] In 1994 the wheat area in Liaoning Prov- 
ince will increase from 3.26 million mu in 1993 to 4.5 
million mu. 


Improving Heilongjiang Farm Exports 
94CE0341B Harbin HEILONGJIANG RIBAO 
in Chinese 26 Jan 94 p 6 


[Article by: Coordinating Group, Examination of Prob- 

lems With Heilongjiang’s Export-Oriented 

Industry: “Developing Heilongjiang’s Export-Oriented 

— Wonderful Prospects With a Difficult 
tart”) 


[Text] In the past two years, 28 varieties of 
by-products from Heilongjiang have earned $1 million 
each in exports. The good tendency of agriculture to 
develop towards an export orientation has improved the 
objective and subjective situation for starting an export 
oriented agriculture in Heilongjiang. However, we must 
understand clearly that there is still a considerable gap 
compared with more advanced provinces or regions in 
export oriented agriculture, regardless of whether one 
means breadth or depth. 


Major problems demanding conscious resolution are: 


1. The current system is unsuitable. It lacks strong 
organization and leadership, and the responsibilities of 
departments in charge are unclear. Coordination is 
weak, so there is no joining forces. In many places, 
export oriented agriculture is in a state of self- 
development. Looking at the foreign trade system, state 
controls are too tight for Heilongjiang’s exports of agri- 
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forced some agricultural by-products into export chan- 
nels in other provinces. For example: hua [3323] mush- 
rooms produced in Yanshou County have to be exported 
through Hainan’s foreign trade department. The Shua- 
ngcheng Furfural Plant exports furfural through the 
foreign trade department at 5,700 yuan per ton, but the 
plant can only get 3,600 yuan; the profit distribution is 
very unreaso ‘ 

2. Processing and circulation is still the weak link. 
Although the integration of trade, industry, and agricul- 
ture, and the merging of production, processing, and 
marketing have brought about rapid development from a 
quantity standpoint, there has not really been much done 
when it comes to developing an export oriented agricul- 
ture, and for leading enterprises like the Shuangcheng 
Nestle Corporation, Ltd, the results have been even 
fewer. Many of our leading enterprises are low quality 
and low level, their products having no market compet- 
itiveness, so that the majority of the agricultural by- 
products we have for export are raw materials. Statistics 
from the Farm Administrative General Bureau of 
Heilongjiang, primary products occupy over 90 percent 
of the annual exports of agricultural by-products, and 
more than 80 percent for the entire province. A lack of 
leading enterprises has made some bases very unstable. 
Some cattle bases are in decline, to the depression of 
dairy product plants and delays in payment for milk 
expenditures. In Bing County and Wuchang, there is 
large-scale raising of beef cattle, but so far there has not 
been a thorough processing enterprise. 


3. The infrastructure is poor. The current shortage of 
railway and road transport is a serious obstacle to the 
development of foreign trade. In some border ports 
which cannot be reached by rail, poor roads makes 
import and export of goods erratic, seriously countering 
these ports’ advantages. Telecommunications facilities 
are backward in many areas, which affects shipping 
information, and restricts commodity circulation and 
economic development. 


4. A shortage of intelligence. After some remote areas 
became open ports, the quality of personnel in these 
areas just did not measure up. There is a lack of foreign 
trade administrators and foreign language talent. 


5. Policies have not been implemented completely. 
There are many official procedures, many complicated 
steps, and farmers have to obtain licenses to go to the 
market. Heilongjiang’s Farm Administrative General 
Bureau complain that farms cannot share favorite poli- 
cies of their localities. People also complain that current 
economic laws and regulations, especially those 
involving foreign affairs, are imperfect. In addition, 
there is a lack of arbitration, making foreign trade 
disputes difficult to resolve promptly. 


Looking at the experiences of Heilongjiang’s advanced 
models or that of other provinces, in order to develop 
export oriented agriculture, Heilongjiang must insist on 
being led by big international and domestic markets, and 
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make further adjustments in its agricultural mix. Second, 
it must be vigorous in its operation of export oriented 
agricultural by-product processing enterprises. Primary 
agricultural products do not suit the international 
market well, nor the requirements of the growing 
domestic market; in intense market competition, eco- 
nomic efficiency is just as hard to attain. In those places 
in Shandong and Dalian which have been successful at 
export oriented agriculture, all breakthroughs were first 
made by leading enterprises. The great and lasting devel- 
opment of Shuangcheng cattle production in 
Heilongjiang relies chiefly on such export oriented 
leading enterprises as the Nestle Corporation, Ltd. These 
processing enterprises have not only opened up export 
channels for foreign trade, they have also provided the 
impetus for local agricultural by-products production. 
Third, we must vigorously develop bases for commodity 
production. Establishing well-known, excellent, and 
exceptional bases for the production of agricultural by- 
products is a precondition of guaranteeing commodity 
quality, variety, and wholesale supply. So, we must 
change our scattered, single-family operations into a 
concentrated, linked, production base having “one trade 
in one village”, “one product in one village”, carrying 
out systematic production, processing, and marketing, 
integrating trade, industry, and agriculture. These bases 
should have professional organizations offering full ser- 
vices, including information, production, processing, 
storage, shipping, and sales. Fourth, we must vigorously 
absorb capital and technology from other provinces and 
countries. Bringing in capital and technology from other 
provinces and countries is a shortcut to developing 
export oriented agriculture. Not only will this solve the 
problem of a shortage of capital in the start-up phase, it 
may also arrange and implement the product market 
while bringing in capital. 
Developing export oriented agriculture is a massive 
systematic project. We should organize professional 
teams to acquire information from the domestic and 
international markets. We should both know the current 
market demand situation and master developing and 
changing trends in the future. We must reduce export 
restrictions on agricultural by-products, release a part of 
the inspection and approval rights to localities, and 
especially should relax policies on grain exports. The 
provincial government should release certain exporting 
rights for agricultural by-products to localities, enter- 
prises, and enterprise groups. 


Heilongjiang Liquor Industry Faces Problems 
94CE0337A Harbin HEILONGJIANG RIBAO 
in Chinese 3 Feb 94 p 1 


{Article by Meng Zhaomin (1322 2507 3046) and Xing 
Shiguo (6717 0013 0948): “Numerous Alcoholic Bev- 
erage Production and Sales Problems”’] 


[Text] Heilongjiang is a major alcoholic beverage pro- 
ducing and selling province. There presently are 88 
national distilleries and 90 breweries in the province 
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percent. Based on this calculation, every year throughout 
the province taxes evaded by small distilleries reach 50 
million yuan or more. 


The alcoholic beverage sales market is out of control. 
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for circulating alcoholic beverages have increased and a 
brisk market has flourished. But at the same time it has 
Sears ee eee Se See Oot Saey Neee 

alcoholic beverages have run rampant. In 1992 alone, 


—- 
bottles of fake Maotai and fake Wuliang. 

The second is that spirits diluted with ethyl 
alcohol are flooding the market. In 1992 throughout the 


Experts believe that the key to turning around the 
chaotic situation in the production and sale of alcoholic 
beverages is in learning from other provinces and aug- 
speeding up special sales legislation for alcoholic bever- 


Guangxi, Shandong 1994 Crop Area 


Guangxi Crop Area 
94CE0344S Chongqing XINAN JINGJI RIBAC 


the cereal area 19,800 hectares, a 22 
green manure area 249,700 

percent decrease. The oil crop area will 
percent over 1993, and the grain area will 


Shandong Crop Area 
94CE0344T Jinan SHANDONG JINGJI RIBAO 
in Chinese 9 Feb 94 p 3 


[Summary] According to a survey of 3,150 rural house- 
holds in Province, the grain area will reach 


105,674,000 mu, an increase of 716,000 mu, or. 0.68 
percent over 1993. The oil crop area will reach 
12,960,000 mu, a 10.54 percent increase; and the peanut 
area 12,640,000 mu, an increase of 1,110,000 mu, or 

9.62 percent. The bean area will be 10,310,000 mu, a 


will be 11 ,120,000 mu, a decline of 1,690,000 mu. The 
flue-cured tobacco area will be 870,000 mu, a 20.57 
percent decline; and the sugar area 7,600 mu, a 60.29 
percent decline. 
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Newspaper Reviews Literary Efforts in 1993 
94CM0188A Beijing ZHONGGUO QINGNIAN BAO 
in Chinese 20 Jan 94 p 8 


[Article by reporter Liu Shuang (0491 3642): “Writings 
Are Meant To Be Eternal, But Merchants Are Playing 
Critic Today: 1993—An Unpoetic Year for Writers?”] 


[Text] 1993 was an exciting year for Chinese scholars. 
Looking back at the literary world of 1993, amid the 
mishmash of discussions, one voice kept saying, the year 
of 1993 was flooded by waves of commercialism; the 
literary world was “unpoetic.” Some critics said that 
behind the writers’ frantic rush to get into the market were 
merchants deliberately playing up and at the same time 
obstructing the literary world. Thus the legacy of 1993 is a 
less-than-well-developed literary market in 1994. Others 
believe that ‘ ‘unpoetic” is a necessary loss. No matter 
what everybody is saying, no scholar can forget the 
emotions of 1993, even less can he or she stop mulling and 
pondering over and recalling and reviewing that year. 


I. Literature and Publication: A Romantic Dream 
Revisited 


Our research trailed behind; nobody predicted its 
arrival: Literature seems to be on the rise again. In taking 
big strides toward the market, scholars and writers have 
broken free from their self-love, self-pity, and their 
penchant to blame god and man—blame everyone but 
themselves, and they are actively and wholeheartedly 
joining hands with the publishers, who in turn have 
come to realize that perhaps literature is the cardiotonic 
that can save them. 


The popularity of Sao Tu is a very typical example. The 
author, Lao Cun (5071 2625}, whose real name is Cai 
Tongkai [5591 6639 2818], is a middle-aged man living 
in Beijing without proper household registration. He was 
very poor. Many publishing houses’ editors may have 
forgotten, but several years ago, a young writer from a 
village in Shaanxi Province was clutching his novel and 
knocking on doors, seeking help, but everybody ignored 
him, because there were many other young and middle- 
aged writers who were afflicted with the same “writer’s 
syndrome.” 


Cai Tongkai’s lucky year was 1993. He was discovered— 
just like a movie star—by a book distributor. Sao Tu 
became the first Chinese novel to be published by the 
CHINESE LITERATURE PUBLISHING HOUSE. 
Prior to that, the publisher was a part of the FOREIGN 
LANGUAGE PUBLISHING HOUSE. They took a 
chance with the book but owed its success to the man- 
agement of a very capable distributor. Overnight, Sao Tu 
filled the main streets and the back alleys. Those in the 
business estimate that 60-70,000 copies have been 
printed. Sometimes the book is put alongside serious 
biographies in the book stalls, showing a new publication 
order for 1993. Lao Cun’s life as a laborer is over. He 
said he wanted to be a full-time writer from now on. 


A fine example has boundless power. One set of books or 
even a single book can save a publishing house. At the 
end of 1993, book stalls were filled with literary smoke 
from big guns like Floating City [Fu Cheng] (by Liang 
Xiaosheng [2733 2556 5116]); Blue City [Lan Cheng] 
(SPRING BREEZE LITERARY PUBLISHING 
HOUSE); Rainless City [Wuyu Zhicheng] (by Tie Ning 
[6993 0413)); Bitter World (Ku Jie] (by Hung Feng [3163 
1496]); Naked Snow [Luo Xue] (by Cong Weixi [0654 
4850 3556].) These books are everywhere; circulars are 
being handed out. Many works are by once-famous 
writers whom we have not heard from in a while. 


Here we cannot overlook the effects of the “invasion of 
the east by the Shaanxi army” on literature and publica- 
tion in 1993. The “invasion” began early in the year and 
reached its peak in midsummer. 


People are beginning to refine their market choices. The 
development of the book market follows its own laws. 
Upon reaching saturation, all reading materials tend to 
show some inertia, and at that time anything that is new 
and vigorous will show vitality. That was how things 
took a turn for the better for literature in 1993. People 


An ordinary worker-type young man bought a half- 
decent novel and said to his friends, “‘This stuff is pretty 


In refining their tastes, people have also discovered that 
the market can be made and led. Works that are cur- 
rently ee have made use of “packaging” to 4 
them become a market success. If the successful “‘pac 

sau ellis “weeaaon el db anita thm cone” 
had been unintentional, the massive advertisement and 
publicity of those that came later were deliberate. 


On 28 September of last year, writer Zhou Hong [0719 
3163] signed a contract and “sold” himself to CHINESE 
YOUTH PUBLISHING HOUSE. That was the first 
time in decades a publisher “bought up” a writer and 

“packaged” him. It made quite a stir in media circles. It 
has been four months since he “sold” himself on a 3-year 
contract. What is the result of the market test? Both 
Zhou Hong and his publisher say that “it is very sweet,” 
because the first set of books he sold after “selling 
himself,” Sincere Advice on Life ([Rensheng Zhonggao] 
was bought up by the Xinhua Bookstore for exclusive 
sales. Zhou Hong’s top writer, Zhou Chengyi [0719 2429 
$030}, recently told this reporter that 110,000 copies of 
one book and 55,000 copies of two other books in the set 
had been printed. That made a total of 220,000 copies. 
In other words, CHINESE YOUTH PUBLISHING 
HOUSE never had to take any risk in this venture which 
was a first of its kind in China’s publishing circles. It was 
a filling and comfortable meal. 


Didn’t we say we wanted to get rid of the old publication 
system? Didn't we say we wanted to encourage the 


\ 
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publishers to change from the production mode to the 
production-management mode? We cannot draw any 
conclusion yet. From the efficiency point of view, of 
course everything is perfect. Despite the ban on the 
buying and selling of book titles, and in the face of a 
general recession, the “purchase” of Zhou Hong has 
made money for the publisher and has made the writer 
rich too. Everybody is happy. But from the point of even 
higher expectations, what we have today is still the seme 
old system, unless CHINESE YOUTH PUBLISHING 
HOUSE can come up with another new move or new 
gimmick this year. 


At the signing ceremony, a reporter asked how much 
Zhou Hong was getting. He never gave a straight answer, 
which led some people to wonder whether the publisher 
was paying him by the number of prints per book. That 
in essence would mean that Zhou was only “selling 
books” and that “selling himself” was but a publicity 
stunt to shock people. No matter what people say, the 
CHINESE YOUTH PUBLISHING HOUSE’s buying 
and packaging of writers does have a positive effect on 
people out to explore China’s best-seller mechanisms. 


Can literature be “sold” and writers be “bought’’? 
Debates raged throughout 1993. What is gratifying is 
that while everybody “sat down to talk” it has not kept 
them from “taking action.” From the literature point of 
view, Zhou Hong is not a pure literary writer and 
therefore cannot represent the pure literary writers in 
accepting the market’s tests. Zhou Hong’s work is but 
“cultural fast food,” with young men taking part in 
division of labor. There is no need for strong artistic 
character, but their works meet a best-seller’s need for 
general appeal. In exploring the beginning stage, doing 
the easy things first before tackling the tough problems is 
a wise move. 


What place does pure literature have in the market? The 
lesson was not dealt with in 1993. In Guangzhou, young 
critic Wang Gan [3769 1631] brought up the concept of 
“literature is not for sale.” He said literary works are 
very susceptible to corruption by “commercialization” 
and therefore some people must escape from this humil- 
iating “marriage” system. In the south where this con- 
cept was invented, price competition for manuscripts is 
raging like wildfire. Several large, so-called prima donna 
pure literary journals, such as SHIYUE, DANGDAI, 
SHOUHUO, HUACHENG, and ZHONGSHAN, are 
still tenaciously defending literature’s spiritual fortress 
despite “repeated defeats,” but not all of them are doing 
well. Some are selling as many as 100,000 copies while 
others are selling only a few thousand copies. At one 
time, there was news that SHOUHUO was in financial 
trouble and would not stay in business for long. Shang- 
hai’s writers were very much saddened. But SHIYUE’s 
deputy editor-in-chief, Tian Zhenying [3944 3791 4481], 
said the magazine’s subscription rate has actually gone 
up 3 percent. How do the readers choose what kind of 
pure literature they want? That indeed is a question for 
the experts to explore. 
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Il. “Suicide” or “Murder”: A Writer’s Choice 


Some critics have compared Zhou Hong's signing the 
contract to “sell” himself to a writer committing “sui- 
cide,” killing his own artistry and ideal. They also 
compare writers who are being told what to do by 
middlemen to murder victims. There were many exam- 
ples of this kind in 1993. “Suicide” and “murder” differ 
only in the way sales are being made. When it comes to 
choosing a marketing format, writers are showing more 
courage than ever before. 


The person most aggressive in trying new methods is 
Chen Jiangong [7115 1696 0501]. On 6 December last 
year, people noticed an eye-catching, front-page adver- 
tisement in BEIJING WANBAO: Buyer of TV or movie 
adaptation rights to Chen Jiangong’s novelette Qian Ke 
sought. The company that planned this whole thing for 
Chen Jiangong and acted as his agent was Beijing’s 
(?Aideer) Information and Consultation Company. 
Reportedly, this company handles public relations and 
provides investment and consultation services; it once 
sponsored the capital writers and reporters’ “‘pen- 
exchanging” conference. Because the key managers of 
the company are former writers, it has kept close ties 
with those in literary circles. They want to take advan- 
tage of their speciality to launch a new business to act as 
middleman and agent for writers, scholars, and artists. 
Soliciting buyers for the adaptation right to Chen 
Jiangong’s Qian Ke was a way to test the waters. 


This reporter recently visited the company and learned 
that a month has gone by and three buyers have entered 
the negotiation stage. Aideer [name as transliterated] 
Company will follow international practices and will get 
a percentage as commission in the deal. Following in 
Jiangong’s footsteps is folk singer Hu Songhua [7579 
2646 5478] who also has plans to work with Aideer. The 
company may become the agent for his made-for-TV art 
film, Changge Wanlihang. When the time comes, much 
will be done to package that product too. 


An Aideer [name as transliterated] Company manager 
told this reporter that writer’s agents would have sur- 
faced in China sooner or later. With the service of 
intermediaries or personal agents, the writers can rise 
above the interference of business matters, escape from 
their own impulses, and immerse themselves in their 
creative work. 


In fact, at the end of 1992, CENTRAL NEWS AGENCY 
had reported “‘the opening of the first press agency in the 
mainiand.”’ Xian’s Chinese Book Agency Service 
Department hung up its shingle at the end of 1992. Its 
main business should have started in 1993, but unfortu- 
nately, the Shaanxi army had moved east: all the popular 
works had gone to Beijing. Reportedly the service 
department is a paid service organization set up by the 
Shaanxi Book Critic’s Association. Its business scope 
includes recommending topics and print-worthy manu- 
scripts to domestic and overseas publishers; soliciting 
contributions on behalf of publishing units; acting as 
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agent for a specific work or on a retainer basis for writers 
at home and abroad; handling publication and distribu- 
tion matters as requested by the writers. They make 
money mainly by charging the writers a 10-yuan han- 
dling fee plus 10-20 percent commission on the writer’s 
remuneration for each book published. 


Shanghai has a writer’s publishing agency too. Its busi- 
ness also includes finding enterprises to sponsor writers 
who have no money to get their books published. Every- 
body has also noticed the potential market for interme- 
diaries who handle manuscripts. Their existence is pre- 
mised upon the maturity of the cultural market. 


It has entered the minds of some literary writers of actual 
events to hire personal agents too. A certain top writer of 
a major newspaper is often besieged by manuscript 
seekers. He is totally confused about the names of 
newspapers and magazines, the different topics, and the 
deadlines for various manuscripts; he cannot remember 
who is who. In particular, a southern magazine once sent 
two woman editors on separate occasions. He cannot 
remember the name of the better-looking one. 


Meanwhile, another top writer has been working happily 
with a retired editor who is very conscientious and 
responsible and sends the writer’s manuscripts in all 
directions so that every manuscript seeker gets what he 
wants. In effect the retired editor has become an agent. 


In addition to the need for agents, writers and scholars 
have discovered the importance of getting organized in 
order to keep up with the rhythm and the order of large 
industrial production. There are two approaches to get- 
ting organized: First, people who share the same goal use 
their names to create acronyms such as “Xue Mei Li” 
and “Zhou Hong”; in Wuhan, there is even a “Gong Bo 
Hou.” At one time, Wuhan was considered the second 
channel in the wholesale gathering and distribution of 
books and magazines and often found itself unwilling to 
lag behind the bustling Beijing publishing circles. ““Gong 
Bo Hou’s” full-length book set The Devil [Mogui] 
(“Mogui Liansanjue,” “Mogui Xiesantuan,” “Mogui 
Nuerguo,” and “Mogui Yehuchan’) hit the market in 
October of last year. This reporter has learned that 
**“Gong Bo Hou” had claimed that all of their work would 
be published exclusively by CHANGJIANG LIT- 
ERARY PUBLISHING HOUSE before October 1996. 
From the book titles, one can tell that they are targeting 
a different group of readers than those targeted by Zhou 
Hong and others. 


Another form of organization is the writer’s bureau and 
creative center. In addition to the well-known “Haima,” 
the Changan Movie and Television Script Writing 
Center in the northwest is another major movie and TV 
script-writing center today. Its building-block format is 
well-known to the public. The “Three Sisters” writer’s 
bureau, known for its mastery in all areas from music, 
chess, literature, to painting has also added elegance and 
style to the 1993 literary world. Wang Fei [3769 5481] 
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and his sisters are up-and-coming members of the capi- 
tal’s media circles. Reportedly, civilian-run bureaus 
comprising of famous writers have established them- 
selves in Beijing and somewhere in Fujian. Their mem- 
bers include reporters and writers who can be commis- 
sioned to write books and manuscripts, biographies for 
enterprises and famous personages, and any other kind 
of writing. They remind us of the early kind of men- 
of-letter who wrote marriage contracts, land leases, and 
petitions and legal papers. But there has been no media 
report on how well these bureaus are faring. 


We had a huge contingent of writers and scholars last 
year. While some writers laid low, others were wildly 
popular. Cao Guilin (2580 2710 2651] was indeed a 
household name in 1993, but the media have disclosed 
the dark side of the writer’s morals, and the public was 
bewildered. 

This article has no intention of getting entangled in what 
is true or false and has no intention of making moral 
judgments here. We are only interested in a trend in the 
1993 literary world, and that is, how the successful ones 
were crowned kings while the defeated became bandits. 
People no longer care if there is a split between the 
writer’s work and his character; they no longer care 
about the tempering and sublimation of the scholar’s 
character. Is this corruption of the contingent of creative 
writers, or is this progress? As for the critics who lament 
that “we hear no ancient sage’s cry in the wilderness,” it 
is even more a case of the idealists putting unrealistic 
demands on the writers. 


The writers’ loss of esteem is far less poetic than their 
“suicide” or “murder.” People no longer cherish the 
title, “writer”; even the scholars are ashamed of them- 
selves. 


Ill. A Virus in Publishing Circles: Piracy and 
Anti-Piracy 


Woman writer Tie Ning called her chief editor long- 
distance from Shejiazhuang telling him that just a month 
after her full-length novel, “Rainless City” hit the 
market, pirated copies were found in Shejiazhuang, 
Baoding, and other localities. Tie Ning angrily described 
the crude quality of the pirated copies which were full of 
mistakes. Her picture on the cover was ghastly. 


SPRING BREEZE LITERARY PULISHING HOUSE 
editor, An Boshun [1344 3134 5293], told this reporter, 
“This is totally unexpected.” “Rainless City” was the 
second book marketed under the series Cloth Tiger [Bu 
Laohu]. It appeared that the pirated copies had gained a 
substantial market share. Pirated copies of the first book 
in the Cloth Tiger series, Bitter World (by Hung Feng), 
have also been spotted. On hearing the news of piracy 
everywhere, An Bochun is like someone whose home has 
just been burglarized. He is struggling in a “bitter 


“Publishers want their books to sei! well. But hot-selling 
books are doomed to be victimized by piracy,” said the 
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chief editor. “A good book is not easy to come by. Our 
bureau worked very hard to come up with the Cloth 
Tiger series. We first tried to reach a consensus with 10 
writers, and from selecting the topics to packaging and 
advertising the products and so on, we have put in a lot 
of work. We have even registered the name and logo, 
Cloth Tiger, as our trademark. Our intention was to 
create a famous name in publishing circles and use it to 
combat the seedy publications market. This was some- 
thing nobody had ever done before in publishing circles. 
But pirates of books do not pay taxes; they do not pay for 
the manuscripts. All they put in is some money for the 
paper and ink. What they are after is huge profit.” 


According to the editor, when Bitter World and Rainless — 


City were still in the press, someone went to the printing 
shop to bribe a worker and went to the bureau to bribe 
the editor to try to get hold of a duplicate copy or sample. 
Someone even had the nerve to go straight to the editor’s 
home and bargain with him: “Work with us and we will 
give you a cut of the profit. Other people pirate your 
books and you don’t even get a penny; you won't even 
know who did it.” 


It is learned that to track down the pirates, the news 
publishing department, the department of industry and 
commerce, and the public security department often 
must work together, and investigating cases across pro- 
vincial, city, and regional boundaries is very difficult. 
Individual book dealers are a mysterious bunch; pirates 
are even harder to track down. They often use some 
small printing shops to reprint books illegally; they make 
a hit and clear out of the area immediately. The printing 
of pirated books often help revive the small, hard- 
pressed printers, and once the workers are paid their 
bonuses, local protectionism becomes an obstacle 
blocking any investigative effort. Even if the violators 
are apprehended, they are often fined and released. To 
them, the fine is nothing compared to the exorbitant 
profits they can make, but to the publishers, the human 
and material resources spent far exceed any compensa- 
tion. This is one of the reasons the publishers feel 


helpless against piracy. 


Most book pirates are individual dealers; some are 
former editors who have left the publishing circles; a 
handful are members of publishing houses stealing from 
their own company. Of course if these people gang up, 
they can be a force to be reckoned with. The contingent 
of pirates is becoming i specialized. 

respond very quickly, assess the market accurately, and 
can anticipate the publishers’ every move. It normally 
takes only a few days to pirate a book. They use deep 
discounts and high profit to squeeze the publishers out of 
the retail network. Those in the business estimate that 
for a relatively large law case of speculation and profi- 
teering that generates 200,000 yuan in profit, one only 
needs to make 20,000 copies to earn back the money. 
Some book dealers say that they will not even bother 
with volumes of less than 100,000 copies. According to 
the editor of BEIJING PUBLISHING HOUSE, 11 dif- 
ferent counterfeit versions of a best-seller they had 
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published have been discovered; each version had at 
least 20,000 copies. Some books have been discontinued 
by the publishers, but they are still available in the 
market. Some pirates use camera-technique to make 
copies, and they look almost real. However, most copies 
are of very poor quality. A reader sent an angry letter to 
BEIJING PUBLISHING HOUSE because the book he 
bought was full of misprints and mistakes. He even 
sought 100,000 yuan in proofreading fee and threatened 
to go to the Consumer Protection Agency. The publisher 
was at a loss for words; they sent him an authentic copy 
to avoid the consequences. 


Recently this reporter obtained the latest news from the 
PARTY LITERATURE PUBLISHING HOUSE that 
lawyers have been retained to take legal action against 
those who pirated Mao Mao’s [3029 3029] My Father 
Deng Xiaoping. This probably is the most straight- 
forward legal case in publishing circles. The book’s chief 
editor, Zhou Zhixing [0719 1807 5281], told this 
reporter that after My Father, Deng Xiaoping hit the 
market, pirated copies soon appeared in Chengdu, 
Wuhan, Changsha, Jinan and other cities. The Serious 
Warning put out by the PARTY LITERATURE PUB- 
LISHING HOUSE on the front page of XINWEN 
CHUBAN BAO on 8 November of last year pointed out 
that book pirating has ruined the reputation of the 
publisher and has hurt its profit and that the publisher 
has reserved the right to prosecute those engaging in 
piracy and seek compensation for economic losses. 
Awards were offered for leads, and anyone who could 
provide specific information on the case would be 
awarded 10,000 yuan by the publisher. Zhou Zhixing 
said the quality of the pirated copies was very poor, and 
erroneous wording has produced adverse political 
fallout. Currently, the piracy activities in Wuhan are 
being investigated by local relevant departments; most of 
the 10,000 copies uncovered so far have been turned into 
pulp. ory deny om mama investigated by the 
pertinent department there 


Lawyers Zhang Yongyi (1728 3057 1355] and Cao 
Zhixin [2580 1807 2450] of Beijing’s Dadi Law Firm 
have been retained by the PARTY LITERATURE PUB- 
LISHING HOUSE. Despite the increasingly rampant 
acts of piracy, the lawyers believe that the relevant laws 
and regulations governing the printing industry as pro- 
mulgated by the state are detailed and specific, and if the 
industry would foliow the state’s laws and regulations 
strictly, they can cut off the crime of piracy at the first 
link. For example, when the pirates commission the 
printing job and when they pick up the books, they 
always pay cash; all necessary documents can be forged, 
and when one tries to find the person who commissioned 
the work, it is like looking for a needle in a haystack. If 
the printing shop would closely check the identity of the 
person commissioning the work, it would facilitate later 
investigations and in turn block the pirate’s way out. 








sadly and said, “If they dare pirate that book, what 
wouldn't they steal?” 


tually occupy 


good place. We must remain calm and 


Senior editor Tian Zhenying has enthusiastic praise for a 
group of young people. She told the reporter that 20- 
some young writers, including Liu Zhenyun [0491 7201 


langong, 
Guozheng [3018 0948 2398}, Hua Shumin [5478 3219 


of success or failure, their spirit is commendable 
facing, these people are not laying blame nor com- 
stepping out to lend to the publications and are 
trying diligently and to accomplish something 
as they explore pure literary and artistic creations. It is 
most gratifying to find young people who are without 
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History of Islamism, Turkicism in Xinjiang 
94CM0183A Urumqi XIYU YANJIU [THE WESTERN 
REGIONS STUDIES] in Chinese No 1, Jan 94 

pp 70-75 


[Article by Chen Chao, affiliated with the History Insti- 
tute of the Xinjiang Academy of Social Sciences: “The 
Early Spread of Pan-Islamism and Pan-Turkism in Xin- 
jiang and Yang Zengxin’s Responses”—edited by Qi 
Qingshun] 


[Text] Early this century Pan-Islamism and Pan-Turkism 
were very active internationally, and Xinjiang was also 
affected directly or indirectly. At the time the infiltration 
of Pan-Islamism and Pan-Turkism into Xinjiang had 
already aroused vigilance on the part of Yang Zengxin, 
then governor and military commander of Xinjiang Prov- 
ince. He regarded the infiltration as a potential threat to 
stability in Xinjiang, and adopted preventive, restrictive, 
and crackdown measures, which played some role in 
maintaining social stability in Xinjiang. 


Pan-Islamism is also translated as Greater Islamism, and 
was founded by Jamal al-Din al-Afghani. During the 
middle of last century, Jamal al-Din al-Afghani began to 
have Pan-Islamic ideas. He advocated uniting believers 
of Islam, reinvigorating Islam, and resisting Western 
colonialism’s influence on the politics, economics, and 
culture of the Islamic countries. At the time such ideas 
had some progressive role to play in opposing the colo- 
nialist aggression carried out by Western powers. How- 
ever, such supranational, suprastate, and supraclass 
narrow religious views were later used by feudal auto- 
cratic and imperialist forces as their ideological tools for 
Carrying out aggression in the relevant regions. 


The most devoted promoter of Pan-Islamism was Abdul 
Hamid II of the Ottoman Empire (the predecessor of the 
Republic of Turkey and commonly called Ottoman 
Turkey). He came to power through a coup in 1876. As 
the head of government he proclaimed himself “sultan,” 
and as a religious leader he proclaimed himself “caliph,” 
practicing theocratic feudal rule. But the size of his realm 
was no longer comparable to that in the past. The 
purpose of his effort to promote Pan-Islamism was to try 
to bring believers of Islam all over the world under the 
rule of the sultan and caliph of the Ottoman Empire, so 
as to relive the historical experience of the Ottoman 
Empire of the past which had stretched across the three 
continents of Europe, Asia, and Africa. 


Pan-Turkism has often been mistranslated as the doc- 
trine of Greater Turkey. The ancestor of Turkey was a 
Turkic tribe which moved westward during the Middle 
Ages; the chief of that tribe was Osman. The Osmani 
Turks moved from Central Asia to Western Asia, and 
gradually became the Turkish nation through assimi- 
lating local peoples. Pan-Turkism advocated that Turkey 
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unite all turkic-speaking peoples, that is, to establish a 
great Turkic empire headed by Turkey, stretching from 
the Bosporus to the Altay mountains, or even from the 
Mediterranean to the Pacific Ocean; obviously a large 
part of China’s territory, including Xinjiang, would be 
included. Pan-Turkism was the same as Pan-Islamism, 
and there was no difference in essence between the two. 
The aim of Pan-Turkism was also to relive the experi- 
ence of the Ottoman Empire of the past. 


Ideas of Pan-Turkism originated among the Turkic- 
speaking Tatars in tsarist Russia. Ismail Gasprinski was 
an early representative figure of the effort to propagate 
Pan-Turkism. He founded JOURNAL OF TURKMEN- 
ISTAN in the Crimea in 1878 and founded the journal 
TERCUMAN in 1883, calling on Turkic-speaking peo- 
ples to get united. Each edition of that journal had 
5,000-6,000 copies, some of which were brought from 
Central Asia to the Xinjiang region. 


By early this century propagating Pan-Islamism and 
Pan-Turkism had become an important component of 
the means used in imperialist aggression. There were 
then as many as over 200 publications propagating those 
ideas. In 1909 the Committee of Union and Progress of 
Turkey (called the Young Turks by the Europeans) 
overthrew Hamid II and organized a new government. 
Politically that government advocated constitutional 
monarchy, and ideologically it made energetic efforts to 
promote Pan-Turkism, allowing Pan-Turkic organiza- 
tions to operate openly. After the October Revolution 
many Pan-Turkic activists infiltrated the Central Asian 
region of the Soviet Union. They distributed tens of 
thousands of propaganda pamphlets, smuggled firearms 
into the region, and tried to incite the Turkic-speaking 
peoples to create disturbances; they were also already 
having a impact on China’s northwestern border 


region— Xinjiang. 
il 


Because of geographical, ethnic, and religious factors, 
Xinjiang was all along coveted by Pan-Islamic and 
Pan-Turkic forces around the world. 


Shakhmatov and Kireyev, scholars of the Soviet Union, 
would argue: Yakub Beg who invaded Xinjiang in 1865 
pursued an “adventurous, naked policy of Greater Islam- 
ism,” and established a “feudal khanate.”’ This view 
warrants debate. In 1865 Pan-Islamism was in its infant 
stage. It was in the 1890s that Pan-Islamism came to be 
given attention and exploited by Hamid II, sultan of 
Ottoman Turkey. However by that time Yakub Beg and his 
aggressor regime had already been buried by the Chinese 
people. It should be said that Yakub Beg exploited Islam in 
invading Xinjiang but did not start the effort to promote 
Pan-Islamism (i.e., Greater Islamism). 


Based on the historical data now available, generally it 
can be argued: During the period from the late 19th 
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century to the early 20th century, ideas of Pan-Islamism 


1908 Maolamusha Sailami [3029 2139 2607 3097 6357 
2139 4717] of Baicheng, Xinjiang, changed the title of 
his book A HISTORY OF ANNING into A HISTORY 
OF HAMID (the Chinese translation was YIMIDE SHI 
(A HISTORY OF YIMIDE) or HAIMIDE SHI (A HIS- 
TORY OF HAIMIDE). He wrote in the preface: Hamid 
II is the leader and great protector of all Muslims. As 
shown here, Pan-Islamism had already had some influ- 
ence on people of the religious community in Xinjiang, 
but cannot be said to have already produced harmful 
effects on society. It was during the early years of the 
republic after the 1911 Revolution that harmful effects 


on social safety in Xinjiang began to be produced. 


When Yang Zengxin ruled Xinjiang in the early years of 
the republic, ideas of Pan-Islamism and Pan-Turkism 
infiltrated Xinjiang in a substantial manner. The infil- 
tration was manifested in the following several ways: 


1. Running schools. Under the flag of having a new kind 
of school, efforts were made to instill ideas of Pan- 
islamism and Pan-Turkism into the minds of adoles- 
cents. Ahmad Kamal, a Turkish subject, run a school in 
southern Xinjiang, and Masud Sabri, who had returned 
home after studying in Turkey, run a school in Ili. These 
were two obvious examples. 


In March 1914 Ahmad Kamal, 25 years old at the time, 
came to Xinjiang on a tourist visa. When teaching at the 
Ottoman Unity Force School in Istanbul, Turkey, two 
years earlier, he had got acquainted with members of the 
Committee of Union and Progress, Fuat Koprulu, Ziya 
Gokalp, Mehmed Talat, and others, who were all active 
promoters of Pan-Turkism. For instance, Ziya Gokalp 
later published the book 7 n Esaslam (The 
Principles of Turkism). Mehmed Talat was a leader of the 
Committee of Union and Progress. He led a secret 
Organization, the task of which was to propagate Pan- 
Islamism and Pan-Turkism outside Turkey. 


Toward the end of 1913, during their pilgrimage journey 
to Mecca some haijjis from Xinjiang came to Istanbul, 
Turkey, travelling in a roundabout fashion, and were 
received by Mehmed Talat. At that time a member of the 
wealthy Husayn Bay family of Artush, Xinjiang, pro- 
posed to hire Turkish teachers to teach in Xinjiang, so as 
to improve the cultural and scientific knowledge of 
Uighur adolescents. Mehmed Talat immediately realized 
that this was a wonderful opportunity to have ideas of 
Pan-Islamism and Pan-Turkism infiltrate Xinjiang of 
China; so he agreed to the proposal right away and sent 
Ahmad Kamal to Xinjiang. When Ahmad Kamal arrived 
in Artush around mid-February after leaving Istanbul, he 
was received by Husayn Bay and Baha al-Din. According 
to Buguozhoi Wendu [The C of Yang 
Zengxin] by Yang Zengxin, Bawuding [1572 0063 0002) 
and Yiming’aili [5902 2494 5337 6849] of the local 
gentry hired Ahmad as a teacher at Small Artush Village. 
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The school was divided into two or three parts which 
were situated in Beijie and Genggongci. The scripture 
was the main subject being taught, while such subjects as 
medicine and arithmetics were also taught. In addition, 
according to Burhan: Baodingbayi [0545 0002 1572 
0181}, a wealthy businessman in Kashi hired Ahmad 
Kamal from Turkey as a teacher, and built a school in 
Artush, which was to exclusively engage in propagating 
Pan-Islamism and Pan-Turkism.? 


On 19 April 1914 Ahmad Kamal opened a normal school 
in Artush with three classes, mainly admitting local 
elementary school leavers at the age of 15 or older, 
including some children from wealthy families. There 
was also a special class which admitted exclusively those 
students who had learned some Arabic and Persian from 
imams. In addition to religion courses there were also 
history, geography, art, and gymnastics courses. 

Teaching materials consisted entirely of translations of 
Turkish textbooks, and printing machines transported 
here from Istanbul were used to print them. The journal 
ULU DIN was also printed. 


Ahmad Kamal forced the school to accept the sultan of 
Ottoman Turkey as the leader and to regard the caliph of 
Ottoman Turkey as the spiritual father, and only allowed 
students to sing Turkish songs.° He used the school as a 
position in the battle of propagating ideas of Pan- 
Islamism and Pan-Turkism, and spread ideological poi- 
sons harmful to China and the Chinese nation with 
regard to state and national identity, thereby poisoning 
the adolescents. 


Masud Sabri was from Ili, Xinjiang, and was born to a 
wealthy family in 1887. In 1904 he went to Ottoman 
Turkey to study medicine. He came to espouse ideas of 
Pan-Islamism and Pan-Turkism in Istanbul. After 
returning home in 1915, he, together with a few Turkish 
subjects, operated hospitals and schools in Ili. When 
speaking to students, they openly advocated the idea that 
“our ancestors were Turks” and that “our motherland is 
Turkey,”* and other ideas, completely deviating from 
the fundamental interests of the country and the nation 
and thus becoming spokesmen of foreign aggressors. 


According to Masud himself: he operated the Turan, 
Deernaike, and Dongmaihailai schools in Ili.> The usual 
translation of Turan is now “Tulan.” The Turkish Pan- 
Turkic theorist Ziya Gokalp argued that Turan was the 
“great motherland” of all Turks. The intention of using 
this term as the name of a school in Xinjiang was very 
obvious. At that time Yang Zengxin sent Prefecture 
Administrator Xu Guozhen to inspect the counties in Ili. 
It was found out that schools there were purely religious 
in nature, having no teachers of the Chinese language. It 
was thus suggested that the situation “be rectified imme- 
diately.” According to later statistics: in the 1920s 

ing was carried out completely in Turkish in the 
eight schools in Ili, with 28 classes, 68 teachers, and over 
2,000 students. Only three of those schools offered 
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Chinese language courses. Those schools became impor- 
tant places used by Masud and others for propagating 
Pan-Turkism. 


The instances of foreigners’ openly operating schools in 
Xinjiang, especially in southern were not iso- 
lated. For instance, in 1915 Luxierwaner [7120 1585 
1422 1354 1422}, a Tatar (customarily called tataer in 


[7093 1655 1580 0130 0344]) opened a vocational 
school in Shache. In 1920 Imam Musuer [4476 4790 
1422] of Turpan and others hired a Tatar Hasanmihaiy- 


ideer [0761 2718 4717 3189 0044 1779 1422] and others _. 


Pan-Turkism, and selected and trained their agents. 


2. Using religious activities to propagate ideas of Pan- 
Islamism and Pan-Turkism. There were imams 
teaching the scripture in all the cities, towns, and 
villages in Islamic areas of Xinjiang. Early this century 
ee ee oe 
Pan-Turkic forces. 


In 1917 Yang Zengxin reported to the Internal Affairs 


year, claiming that it had been determined that the 


sctivities in the name of 
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the Uighur and Han nationalities's coexistence, 


j especially, those written in 
Turkish (the old script used before the reform) were 
mostly easily propagated and spread in Xinjiang. Some 
people also founded journals and wrote articles in 


propagated 

work Uzun Kunlarda Ruza (A Young Man in the Long 
others, and on the other hand devoted more 
publishing the journal YENGI HAYAT, of 
published. Ahmad Kamal himself 
“has more directly, fervently, and 

pot cone out the way for Muslims.” As 
at that time some people also founded the 


SsB 
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Kashi requested several times for the permission to 


read those posters to the masses, creating a large impact. 
Efforts were also made to print and circulate the book A 
of the Prophet Mohammed written in 
1928 by Sabit Damullah (who became the prime min- 
ister of the illegiti “Islamic Republic of Eastern 
Turkestan” in 1933). 


In addition some foreign institutions and individuals 
and consulates of foreign countries in Xinjiang also 
and sent propaganda material to some govern- 
officials. In 1917 Prefecture Administrator Zhu 
i of Kashi received letters and documents from 
n Islamic leaders, which urged Chinese Muslims to 
Germany in the First World War. Surely such 
documents were not just sent to Zhu Ruixi 
1918 the British Consulate in Kashi sent to the 
governments copies of the declaration by the 
of Mecca which called on the Arabs to shake off 
m rule and achieve independence. All this constituted 
and cryptic fomenting efforts targeted at the 
masses, and the intention involved was to create 
and turmoil so as to harm the country. 


an 


ib 
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The infiltration of Pan-Islamism and Pan-Turkism into 
Xinjiang aroused attention from Yang Zengxin from the 
very beginning. In order to maintain social stability in 
Xinjiang and safeguard his position as the ruler as well as 
national security, he adopted some preventive, restric- 
tive, and punitive measures, producing some effects. 


different actions on the different cases after facts were 
ascertained. 


In 1915 Magistrate Xiao Jianzhang of Shufu County 
reported that Ahmad Kamal was serving as a teacher at 


the schools in such places as Kuche and Turpan which 
had been found to be using foreigners to do the teaching. 


In February 1917, after learning that the Chinese Gov- 
ernment had severed her diplomatic relations with Ger- 
many, Yang Zengxin immediately ordered a check on 
Turkish subjects in Xinjiang. Those who were engaged in 
legitimate business activities were given effective protec- 
tion after the number of people, the businesses in which 
they were engaged, and the amount of property were 
ascertained; those propagating and teaching the scripture 
were prohibited from serving as imams, but were to be 
given effective protection, and were barred from leaving 
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tion and take precautionary measures; at the same time 
he ordered a calvary force led by Company Com- 
mander Zou Weixin to move from Korila to Ruogiang, 
so as to prevent Turkish subjects from secretly travel- 
Xinjiang Dunhuang. 
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provincial government instructed each of 
: it a report on the number of Turkish subjects living 
b keep themselves engaged in their own businesses 
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Without exception, there are foreign businessmen and 
residents in each of the 40 counties of Xinjiang. As many 
foreigners come, any error in dealing with them 
i lead ign countries to intervene 
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among the nationalities. Nevertheless he was just a 
feudal bureaucratic warlord, and it was impossible for 
the measures he adopted to suppress the 
infiltration of Pan-Islamism and Pan-Turkism into Xin- 
jiang. After his assassination in 1928, ideas of Pan- 
Islamism and Pan-Turkism got propagated in Xinjiang 
even more extensively because of the changes in the 
international situation, quickly getting Xinjiang caught 
in even greater turmoil. 


foreign é 
increasing number of foreigners, 


iting foreigners from using religious activities in places 
of worship for carrying out sinister plots. At the begin- 
ning of the next year he also issued an order to prohibit 


Third, while precautionary measures were taken against 
foreign-originated ideas of Pan-Islamism and Pan- 
Turkism, coercive measures were taken against local 
people who had induced fomenting and deceptive pro- 
paganda from abroad. 


In September 1925 Yang Zengxin instructed the prefec- 
ture administrator of Kashi to impose punishments on 
Bawuding and Yiming’aili of the local gentry, who had 
hired the Turkish subject Ahmad Kamal as a teacher; the 
next year Masud Sabri was arrested for operating a 
school in Ili to propagate splittist ideas and was sent to 
the provincial capital Dihua (Urumgi) under escort. He 

interrogated Masud Sabri three times; Masud 
Sabri was released after being detained for one year. 
Yang Zengxin used force to put down the rebellion which 
Maimaitielihan and others instigated in Kuche through 
using religious and ethnic slogans. 


By openly resisting domestic and foreign hostile forces’ 
efforts to carry out, through exploiting Pan-Islamism 
and Pan-Turkism, aggression against Xinjiang and activ- 
ities of instigating the division of Xinjiang, Yang 
Zengxin both maintained his own position as the ruler 
and contributed to the unity of the country and unity 


in the Soviet Union), Chinese translation, Renmin 
Chuban She, 1954, p 231. 


2., 4. Bao Erhan Xuanji (Collected Works of Burhan), 
Minzu Chuban She, 1988, pp 127, 128. 


3., 8. Hamata Seibi (Japan), The Spread of Nationalism 
in Xinjiang. Forbes (Britain), Warlords and Muslims in 
Chinese Central Asia. 


5. Bianshi Yanjiu (Border Affairs Studies), 1935, Vol 2, 3. 


6., 7., 9., 10., 11. Yang Zengxin, Buguozhai Wendu (The 
Correspondence of Yang Zengxin). 


Xinjiang Miners Distressed Over Low Prices 


94CM0190A Urumqi XINJIANG RIBAO in Chinese 
26 Jan 94 p 1 


{Article by Ai Min (5337 3046): “State-Owned Coal 
Mines Distressed By Artificially Lowered Prices; Gov- 
ernment Adjustment and Control Brings Hope of Alle- 
viating Problem”) 

[Text] Early in the morning of 14 January, I received a 
letter from Guo Zhimin [6753 3112 3045] of the Urumgi 
Bureau of Mining Affairs, No. 1 Coal Mining Area, 
Jiangou Coal Mine. In this letter, he related the living 
difficulties of coal miners. I reproduce some passages 
below: 


“In this era of opening and reform, the domestic 
economy is increasing rapidly. Through 31 December 
(1993), our mine has had 1,373 continuous days of safe 
production, our No. 1 Coal Mining Area has had as 
much as 7,019 continuous days of safe production, and 
in addition, we have accomplished the entire year’s 
assigned output 20 days ahead of schedule.” 


““However, in our coal mine it is hard to even pay wages, 
let alone give out bonuses. In 1993, there was no one in 
the entire mine who received full wages. The mine 
leaders decided to pay 90 percent (of their wages) to the 
line workers who work underground, 80 percent to 
second line workers, while they themselves received 
35 percent. In the mine’s electronic section, supply 
and labor service company, not only were just 80 
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Xinjiang Declining Cotton Industry Analyzed 


94CMO0190B Urumqi XINJIANG RIBAO in Chinese 


2 Jan 94 p 2 


tion 
paid only 75 yuan for 


be sold at a fixed price of 67 yuan, so that producingone “extreme difficulties” 


ton of coal causes the mine to suffer a loss of over 4 yuan. 
The more coal we produce, the greater the loss. We have 
heard that the prices of steel, wood, and cement— 


HIHBE 
at 


to 13.6 yuan per ton. So the cost of producing each ton of 
coal will be up to 100 yuan. At that time, we fear that we 


coal miners will not have enough to eat.” 


While making more contributions to society, we 


that our lives will improve year by year along with the 
whole nation.” 
-— oe | 
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“Everyone knows that a coal miner’s work is very 
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White Paper Termed ‘Piece of Propaganda’ 


HK2802055494 Hong Kong EASTERN EXPRESS 
in English 28 Feb 94 p 6 


(“Two Kinds of Time” column by Jonathan Mirsky: 
“White Paper Is Plain Propaganda” 


[Text] Imagine your average Legco member—like most 
of us averagely decent, averagely cowardly—with a 
corner of his or her heart in which he or she wants to do 
the right thing. 

China, meanwhile, is huffing and puffing that it will 
blow Legco down in 1997. 


Suppose you are not a devout believer in Britain, often 
referred to here as “the two-headed snake”? Suppose you 
want to believe Se ee sincerely and that 


by voting for the rest of the Patten plan on July 6? There 
is no evidence in the White Paper, it is, frankly, a piece 
: iti 
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suggestion that the White Paper as it stands is no more to 
be relied on than the 10,000-word article that appeared 
in the PEOPLE’S DAILY on January 7, which gave 
China's side of the collapse of negotiations. 
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ratify Legco’s vote in July, as Patten hinted last week he 
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Editorial on White Paper on Sino-British Talks 


HK2502100994 Hong Kong HONGKONG STANDARD 
in English 25 Feb 94 p 2 


(Editorial: “The Future Is All That Matters”] 


[Text] Now we know all about it. All the nitty-gritty of 17 
rounds of Sino-British talks over eight months ending 
with barriers lowered on 30 June, 1997. No more 
through train, no smooth transition, perhaps no replace- 
ment airport until after the transfer of sovereignty, no 
new container port, no new highways into southern 
China, no recognition by the future government of the 
Hong Kong Special Administrative Region [SAR] of any 
contracts or international loans going beyond 1997. 


All the details contained in 36 pages entitled Represen- 
tative Government in Hong Kong, otherwise known as 
the White Paper on how the talks went. 

A few points need to be stressed at the outset. Firstly, this 
is a British version of the talks. As such it is intended to 
serve British interests. Beijing has given notice that it 


will respond by publishing its own version. No doubt it 
will serve Chinese interests. 


Secondly, by going public the British side has cast away 
er ee ee en Oe 


Thirdly, this document is not all that it is made out to be. 
On the matter of functional constituencies, for instance, 
we are told the British were prepared to compromise. 
But we are not told what those initiatives were. That is 
just one example of details the British regard as unim- 
portant for Hong Kong people. 

Finally, how credible is this paper? The answer appears 
to lie in omissions and in details which have been glossed 
over. 


vants. This has been omitted. What else i 
Hong Kong people? It would also appear 
appointed members to the district boards and mun 
SEE ces dan and dab an ddieen ote 
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published] by the British while the negotiations were 
going on. It now appears to have been a major obstacle. 
That Britain also wanted a say in the affairs of the future 
HKSAR government is irrefutable. What other construc- 
tion is one to put on the admission that Britain wanted 
China to accept an agreed formula for the composition 
of the Election Committee as “the same model for the 
future selection and election committees for chief exec- 
utives”? [sentence as published] China has long main- 
tained that Britain has been manoeuvring to retain its 


influence, if not its power over Hong Kong after 1997. 
The document now confirms this. 


It does not serve the interests of Hong Kong and its 
people to dwell on the past. The talks are over, there is no 
way to reopen them. 

What matters now is the future. As we move towards 
1997 the British will become more irrelevant with each 
passing day. 

We must learn to take the long-term view and plan 
accordingly. 


Editorial Sees ‘Hope’ on Sino-British Cooperation 
HK2702084194 Hong Kong SOUTH CHINA SUNDAY 
MORNING POST in English 27 Feb 94 p 16 


[Editorial:“E ing Signs” 


proposals. But, for the moment at least, China seems to 
have recognised the harm that could result to its and the 
territory’s interests, in following a strategy of severing 
co- operation on all fronts. That means there can be 
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some hope that the years ahead may not be as rough as 
might otherwise have been expected. 


Editorial Praises Legislators’ Approval of Reforms 


HK2502100094 Hong Kong SOUTH CHINA 
MORNING POST in English 25 Feb 94 p 32 


[Editorial: “Momentous Days”] 


[Text] These are truly momentous days in Hong Kong. 
In spite of angry fist-shaking from that powerful neigh- 
bour across the border—and future sovereign—the Leg- 


destroyed in 1997, deserve great credit. Quite properly, 
there was some dissent but also, quite properly, the 
majority was vindicated. 


Hong Kong’s legislators are to be commended for a 
mature, responsible and fearless first step on the long 
and troublesome road of democratisation. There was a 
100 per cent attendance for the debate that Beijing 


attached to the reforms. He has defended them relent- 
lessly and effectively both at home and abroad. More- 
over, he possessed the courage and, it must be added, the 
sense to trust them in the hands of the legislature. That 
trust proved well-founded. 


Now the twin pillars of Hong Kong’s administration-— 
Executive and Legislature—ean face the uncertain future 
hand-in-hand. As Mr Patten noted yesterday, it was 
never the intention of the British to dump the reforms on 
Legco and then scarper [run away]. Rather, what was 
being formed was a new partnership. The legislators who 
voted the way they believe their constituencies wanted 
have embraced that concept. 


There is, however, a rather serious gripe with Mr Patten. 
He consistently reassured the legislators moved to sup- 
port his reforms that there was no secret deal being 
hatched in Beijing. And he solemnly promised that a 
“full account” of the failed 17 rounds of talks with the 
Chinese would be published so they could see that was 
so. It is a shame that a week such as this should be 
marred by the decision to publish only a “distilled” 
version of the negotiations. To be precise, the document 
summarises the content of the first 14 rounds of talks 
and then provides a detailed account of the last three. 
More disturbingly, only details of the final negotiating 
position of the British is included in the account of the 
last three rounds of talks. There is not even an intima- 
tion of the other options put forward but withdrawn or 
rejected. 


Kong's political future in the men and women of Legco, 


the people of Hong Kong with a barrage of papers”. 


The MPs in London may have found little to interest 
them in such a pile of documents, but Mr Patten should 


future. And what can be more important than the 
content of secret talks carried out on their behalf with 
their future sovereign country? Surely they 
for themselves whether they want to read 
account or skip parts. An unpleasant suggestion 


taking issue with, that of the British. 

The unfortunate man in the street will be unable to 

decide which is the correct version. He will be aware, 

however, that the British baulked at giving him a “full 

ae ey Se ee 
out. 


It is to be hoped that in the days to come, the Chinese 
will accept that Legco carried out what it properly 
considered to be its duty and will react in a calm and 
thoughtful manner. Let us further trust that their 
response to the British publication of their account of the 
talks will be measured. Mr Patten delivered yesterday’s 
document calmly. It was devoid of the vitriol or blame 
that may have been felt as talks ran frustratingly foul of 
success. Now is not the time for more bickering, recrim- 
inationé or retaliation. Time has moved on. Hong Kong 
has moved on. 


Hong Kong Economic Report 18 Feb-4 Mar 
HK0403114494 


{Editorial Report] The following are summaries of media 
reports on economic developments in Hong Kong mon- 
itored by Hong Kong Bureau between 19 February and 3 
March 1994. Source information is given in parentheses 
at the end of each item or is provided in the body of the 
item. 


HONG KONG INVESTMENT IN PRC: 


Hong Kong Developer in Hubei Real Estate Projects 


Coastal International Holdings, which has invested 
HK$4.5 billion (Hong Kong dollars) in Chinese real 
estate, will join hands with Wuhan City’s Urban Con- 
struction Commission \1v develop and redevelop 1,000 
mu of land on both banks of the Han Shui. At present, 
Coastal International has three projects in Wuhan. Two 











disrupted investment projects by foreign businessmen. 
Chim Pui-chung, a member of Hong Kong’s Legislative 
Council who represents the banking and finance func- 
tional constituency, also urged China to give consider- 
ation to foreign investors’ legitimate interests while 
continuing to exercise macroeconomic regulation and 
control. He warned that as other Asian countries were 
making efforts to improve their investment environment 
to attract foreign investors, China should follow suit; 
otherwise foreign funds could move elsewhere. (Hong 
Kong ZHONGGUO TONGXUN SHE in Chinese 0908 
GMT 21 Feb 94) 


Jialing To List Subsidiaries in Hong Kong 


Jialing, a Hong Kong-based company controlled by 
Sichuan Province, is restructuring its subsidiaries in an 
effort to list them on the Hong Kong Stock Exchange. 
Recently, Jialing has operated as a holding company and 
has filed an application with the mainland authorities to 
gain commensurate status there. Jialing’s businesses 
cover import-export, equity investments in industrial 
and commercial enterprises, real estate investments, 
information services, securities, transportation, hotels, 
and the importation of capital and technology. Last year, 
70 percent of its income came from real estate invest- 
ments, mostly in Hong Kong. According to Jialing’s 
chairman, Liu Guangbing, the company will increase 
investment in the mainland this year. (Hong Kong WEN 
WEI PO in Chinese 23 Feb 94 p C3) 





systems. The total value of the deals was 41.75 
yuan. According to Denway’s general manager, 

a feasibility report is being completed on 
Serenatian SEE ata aaina to 100,000 units. At 


23 Feb 94 p Cl) 


Heng Kong Firm Invests in Maoming Power Plant 
Hong Kong-based Chia Ho Ltd. has invested in a power 


Development Corporation 

the shares at a cost of HK$23 million. The term of the 
partnership is 35 years. This four-year-old power plant 
has eight generating units imported from Germany, with 
an installed capacity of over 50,000 kw. (Hong Kong TA 
KUNG PAO in Chinese 24 Feb 94 p 5) 


Cheung Kong Negotiates Shanghai Real Estate Deal 


Despite his stated concerns over China’s new value- 
added land tax, Li Ka-shing’s main property investment 


vehicle, Cheung Kong Holdings, is planning to enter the 


Changning 
U Construction and Development 
General, Li is currently the details of the 


proposed t with the authorities in 
(Hong Kong EASTERN EXPRESS in English 28 Feb 94 
p 32) 


Stanley Ho Threatens To Halt Mainland Investments 


Property developer and Macao casino operator Stanley 
Ho has threatened to stop investing in the Chinese real 
estate market if the capital gains tax on property is 
implemented. Ho issued the warning at a foundation- 
laying ceremony in Shanghai on 26 February for his 
Shanghai Plaza development, an office, residential, and 
hotel complex. Shun Tak Holdings, which is controlled 
by Ho, has a 15-percent stake, and one of his private 
companies has 20 percent of the 8-billion-yuan project, 
which comprises five 31-story blocks, a shopping and 
entertainment center, and a five-star hotel. “If the tax is 
implemented, I will not be interested in further invest- 
ment,” Ho said in reference to Beijing's new value-added 
land tax, but he added that his existing projects on the 
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mainland would proceed as scheduled. (Hong Kong 
EASTERN EXPRESS in English 28 Feb 94 p 31) 


China Overseas To Invest in Guangdong Power Plant 


The Hong Kong-listed China Overseas Development 
Company Ltd, a wholly owned subsidiary of China State 
Construction Engineering Corporation, is planning to 
invest $117 million in a thermal power plant project in 
Shaoguan City, Guangdong Province. The plant, Sha- 
oguan City Pingshi Power Plant (B Factory), is a joint 
venture with the Shaoguan City government and the 
Shui Heng Development Company Ltd, who hold 25 
percent and 22.5 percent respectively. The joint venture 
has a 20-year operating franchise for the plant. (Hong 
Kong HSIN PAO in Chinese 1 Mar 94 p 5) 


Mainland Firms Sell Stake in Container Terminal to 
Swire, P&O 


The China Merchants and Steam Navigation Company 
and the China Ocean Shipping Company (COSCO) have 
sold 50 percent of their shares in Shekou Container 
Terminal (SCT) to P&O and Hong Kong’s Swire Group 
for HK$615 million. From 28 February, SCT will be 
directly managed by the British-owned P&O. A 
spokesman for SCT said that the transaction was aimed 
at introducing advanced foreign management and tech- 
nology to position SCT for the development of a market 
economy. P&O and Swire each hold 25 percent and 
China Merchants and COSCO have 32.5 percent and 
17.5 percent respectively. SCT maintains regular inter- 
national routes connected with mainland ports and can 
handle 67,000 containers. (Hong Kong WEN WEI PO in 
Chinese 2 Mar 94 p A7) 


China-Owned Firm Taps Syndicated {oan Market 


Top Glory Holdings, a wholly owned subsidiary of the 
China National Cereals, Oils, and Foodstuffs Import and 
Export Corporation (CEROIL), has tapped the Hong 
Kong syndicated loan market for the first time to raise 
$46 million. Top Glory’s managing director, Zhou 
Biquan, said the company had learned to use external 
sources of funds for working capital. Incorporated in 
Hong Kong in 1981, Top Glory’s activities span trade 
and shipping, finance, property development, and 
hotels. Its parent company, CEROIL, comes under the 
jurisdiction of the PRC’s Ministry of Foreign Trade and 
Economic Cooperation. Mr. Zhou said the funds raised 
would be used to develop its food business in China. The 
28-month loan facility, at 1.25 percentage points over 
LIBOR, was arranged by Standard Chartered Asia, and 
co-arranged by Credit Suisse, KEB (Asia) Finance, and 
Sanwa Bank. (Hong Kong SOUTH CHINA MORNING 
POST (BUSINESS POST) in English 3 Mar 94 P 1) 


Swire To Raise Stake in China Coke Venture 


Swire Pacific has announced plans to reorganize its 
Coca-Cola bottling operations in China. Swire and the 
Coca-Cola company have restructured their respective 
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shareholdings in the their joint ventures and are devel- 
oping new bottling operations in China, Hong Kong, and 
Taiwan. Swire Beverages will hold 100 percent of Swire 
Bottlers in Hong Kong and 85 percent of BC Develop- 
ment Comapny, the holding company for Coca-Cola 
bottling operations in Nanjing, Hangzhou, and Xian. 
The deal includes an agreement in principle for Swire 
Pacific to be appointed as the Coca-Cola bottler in the 
cities of Zhengzhou and Hefei, which would cover 
Henan and Anhui provinces. Two months ago, Swire 
announced its intention to acquire 25 percent of BC 
Development from China International Trust and 
Investment Corporation. (Hong Kong EASTERN 
EXPRESS in English 3 Mar 94 p 26) 


PRC INVESTMENT IN HONG KONG: 


China Overseas Development Company Ltd is 
expanding its property interests in Hong Kong. By late 
1993, it had participated in 19 projects, investing 
HK$4.6 billion and controlling 4 million square feet of 
floor space. The president of China Overseas said that 
while Hong Kong remained the focus of its real estate 
development business, the company was diversifying, as 
indicated by its investment in the Shaoguan Power Plant 
project. (Beijing ZHONGGUO XINWEN SHE in Chi- 
nese 0734 GMT 1 Mar 94) 


OTHER ISSUES: 


Taiwanese Investment in Hong Kong Triples in 1993 


Statistics released in Taiwan indicate that the gross 
volume of mutual investment between Taiwan and Hong 
Kong from January to November last year amounted to 
$311 million, with Taiwan’s investments in Hong Kong 
totaling $162 million, an increase of $103 million over 
the same period of 1992 or nearly triple that of 1992 
figure. The Mainland Affairs Committee pointed out 
that the increase was mainly because Taiwan’s banking, 
financial, and securities sectors has increased investment 
in Hong Kong last year. In 1993, Hua Nan Commercial 
Bank and the Bank of Taiwan received permission to 
upgrade their offices in Hong Kong to full-branch status, 
China Trust Bank and the Medium Business Bank of 
Taiwan established offices in Hong Kong, and securities 
broker such as Taiwan Securities, Jih Sheng, and Ching 
Hua started operations in Hong Kong last year. 


A survey by the Mainland Affairs Committee disclosed 
that some Taiwan-based enterprises plan to list their 
shares on the Hong Kong Stock Exchange, raise capital, 
or establish holding companies in Hong Kong. The 
committee predicted that Taiwanese businessmen will 
continue to expand their operations in Hong Kong. 
(Hong Kong ZHONGGUO TONGXUN SHE in Chi- 
nese 1142 GMT 28 Feb 94) 
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Hong Kong Economic Report 5-19 Mar 
HK1903044094 


[Editorial Report] The following are summaries of media 
reports on economic developments in Hong Kong mon- 
itored by Hong Kong Bureau between 5 March and 19 
March 1994. Source information is given in parentheses 
at the end of each item or is provided in the body of the 
item. 


HONG KONG INVESTMENT IN PRC: 
Hong Kong Dominates Foreign Investment in Beijing 


By 5 March, Beijing had approved 7,521 foreign funded 
enterprises of all types with contracted foreign invest- 
ment of $18.5 billion and realized foreign investment of 
$10.24 billion. Hong Kong interests were represented in 
3461 enterprises, with a total capital investment of $5.76 
billion. Taiwan investors provided $878 million in 948 
» Hong Kong and Taiwan investors 


0808 GMT 5 Mar 94) 
Kerry Group Invests in Shanghai Hotel Project 


The Kerry Group, which is controlled by Malaysian 
Chinese billionaire Robert Kuok, has signed a lease in 
involving 15,000 square meters of land worth 

$76 million. The group also plans to 
invest $230 million to develop the ingan area of Nani 


construct a 27-story grade-A office building and a 15- 
story residential building in Beili. Nanli and Beili are 
located at the juncture of Nanjing Xilu and Tongren Lu, 
opposite the Shanghai Commercial Plaza and the 
Portman Shangri-la Hotel. The Nanli project is slated for 
completion in 1998. (Hong Kong TA KUNG PAO in 
Chinese 5 Mar 94 p 5) 


Yao Group To Invest 600 Million Yuan in Sichuan 
Development 


The Yao Group is planning to develop 100 hectares of land 
on Fengzhou Island, Leshan City, Sichuan Province. The 
first phase of the project will create a Buddhist cultural 
zone with residences for worshipers, villas, hotels, and 
apartments. In contrast, the second phase will be a modern 
entertainment zone where a recreation center, fun fair, and 
casino will be built. The third phase will be a complex 
incorporating sports facilities and housing. The total pro- 
posed investment is 600 million yuan. (Hong Kong HSIN 
PAO in Chinese 11 Mar 94 p 23) 


Hong Kong-Based Funds Invest in China 


More investment funds are being established in Hong 
Kong to facilitate investment on the mainland. Taiwan’s 
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Jun Tai Group and the Shanghai International Trust and 
Investment Company are organizing a “Shanghai Devel- 
opment Fund” with $150 million to invest in enterprises 
in Shanghai; the U.S.-based Boston Pacific Technology 
and Investment Fund is cooperating with financial orga- 
nizations on the mainland to set up funds to invest in 
projects in Shanghai; and the U.S.-based multinational 
GE Financial Services has joined other companies to 
promote a $50-million China Industrial Investment 
Fund. In addition, a China fund aimed at investing in 
high-tech projects is likely to be established this year, 
while 34 state enterprises and financial organizations on 
the mainland are discussing the idea of establishing a 
“Chinese Enterprises Development Fund” in Beijing 
with a Hong Kong company. (Hong Kong ZHONGGUO 
TONGXUN SHE in Chinese 1020 GMT 15 Mar 94) 


Li Ka-shing To Invest in Beijing Hotels 


According to a source in Beijing, Li Ka-shing is negotiating . 


to establish joint ventures involving two of Beijing’s oldest 
hotels, the Minzu and Yanjing hotels. The Minzu has 600 
rooms and the Yanjing has 557, and Mr. Li is planning to 
take a substantial equity stake in both hotels, which would 
be refurbished and upgraded. The likely vehicle for the 
hotel projects is the recently established Hutchison Inter- 
national Hotels, which comes under the ambit of Mr. Li’s 
Hutchison Whampoa conglomerate. (Hong Kong SOUTH 
CHINA SUNDAY MORNING POST (SUNDAY 
MONEY) in English 13 Mar 94 p 1) 


Hutchison To Build 12-Billion-Yuan Power Plant in 
en 


Hutchison Whampoa will build, operate, and transfer a 
thermal power plant outside Shenzhen, according to an 
agreement signed with the Shenzhen Electricity Bureau. 
Total output from the first phase of the proposed plant 
will be 2540 megawatts. According to Shenzhen Vice 
Mayor Li Guangzhen, the Eastern Power Plant will be 
developed in several phases and will involve a total 
investment of 12 billion yuan. Li Guangzhen’s assistant, 
Li Jangguo, said an agreement had been signed with 
Hutchison earlier this year and site preparation work had 
already begun. (Hong Kong HONG KONG STANDARD 
(FINANCIAL REVIEW) in English 16 Mar 94 p 1) 


PRC IMVESTMENT IN HONG KONG: 


FEATURE: PRC-Funded Firms Boost Booming Real 
Estate Market 


As Hong Kong office and residential real estate prices 
reach further heights, with the territory projected to 
overtake Tokyo as the most expensive business center in 
the world, two Chinese officials have voiced concerns 
over the activities of PRC-funded enterprises in the 
Hong Kong real estate market. 


On 17 March, EASTERN EXPRESS reports on page 26 
that a new study by realtor Jones Lang Wootton (JLW) 
points to further rent rises and rising capital values in all 
areas of the Hong Kong real estate market. The report 
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rose another 10 percent in the first two months of 
Residential rents also surged, with rents rising 


location of the accommodation. JLW credits mainland- 
backed investors with a 23.2-percent share of the 
eS Se ED OS ee Seeaeene 
in 1993. 


The role of PRC-funded firms in stoking the H 
real estate market has attracted the scrutiny of Chen 
Yuan, vice president of the People’s Bank of China and 
son of elder leader Chen Yun. A report by the Beijing- 
based press agency ZHONGGUO XINWEN SHE at 
1442 GMT on 17 March cites Chen Yuan declaring his 


g 


was not paying any special attention to the issue. 


Golden Resources Development has taken a 55 percent 
stake in a $10 million joint venture in Vietnam to 
process and trade rice. Hong Kong's biggest rice distrib- 
utor has signed a 50-year joint venture agreement with 
the four major rice producing provinces in Vietnam: 
Long An, Dong Thap, Tien Giang, and An Giang, 
which together accoun 

production. Vietnam’s trade representative in Hong 
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Ongenizations. 


or assistance, call FBIS, (202) 338-6735.0r write 
to P.O. Box 2604, Washington, D.C. 20013. 
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